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EDITORIAL 


As We See lt 


It is astounding how greatly to some minds 
circumstances alter cases — alter not only cases 
but basic principles of economics and of life. One 
does not need a very long memory to recall how 
only a short time ago the very policies and prac- 


tices now being brought forward and defended 
as remedies or cures for depression were being 
excoriated as responsible for underlying eco- 
nomic conditions certain sooner or later to exact 
a heavy toll from us all. The individuals now 
doing the promoting are not quite always the 
ones who formerly did the condemning, of course, 
but more than a few are to be found in both 
groups, and almost none of those who so rightly 
complained a while ago is today raising a voice 
in opposition to what is going on or being 
planned. 


It is amusing, or wotild be if the matter were 
not so serious, to look back to a period less than 
a year ago when the powers that be in Washing- 
ton and many of their supporters were making 
much of the newly established “independence” 
of the Federal Reserve System. It was never 
wholly clear what was meant by such terms as 
these, but certainly it was all a tale of little mean- 
ing if it did not imply a determination on the part 
of the Federal Reserve authorities not to use 
governments to reduce the money market to the 
ridiculous. It was precisely the opposite of such a 
policy that had been in vogue for practically all 
of the Roosevelt and Truman regimes. All this 
was to be changed with the inauguration of a 
Republican Administration at Washington. 

But has there been any such change? For a 
period of a few months it appeared that there 
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Where Do We 
Stand Today? 


By S. B. LURIE* 
Economic and Industrial Analyst 
Paine, Webber, Jackson & Curtis 

Members, New York Stock Exchange 


Mr. Lurie, in pointing out we are in a transition period 
and a return to normalcy, stresses the presence of inbuilt 
cushions and stabilizers which will prevent a major 
depression. Says recession is relatively painless and 
that we are in a new era. Predicts by 1955 the present 

transition period will be completed and contends change 
will have no direct bearing on stock prices. Looks for 
“tremendous burst of excitement” in next few years. 


These are the “Fabulous Fifties.” To industry, this 
means a new and higher level of demand on which it 
can capitalize. To you who own securities, it means a 
stock market with a “3-D Look’”—a New Look—one 
where the game is the same, but the 
rules are different. To those who 
are starting new businesses—or buy- 
ing securities for the first time—it 
means there are great rewards for 
those willing to take a calculated 
risk. To all of us—as Americans—it 
means a big, dynamic force that 
hasn’t spent itself— which permits 
seemingly contradictory opinions. 

I refer here to the economists who 
late in December said our nation is 
in the throes of an “orthodox reces- 
sion”—-and to Herbert Hoover, who 
recently said “the combustibles” for 
another Great Depression are not 
present. The fact that the na- 
tion’s leading economists and our 
ex-President both can be right is small comfort to the 
roughly three and one-half million unemployed. But 
the unemployed—and all of us in this room—have a 


vested interest in the accuracy of the predictions. In 


Sidney B. Lurie 


Continued on page 36 


*An address by Mr. Lurie before the Federation of Women 
Shareholders, New York City, March 15, 1954, 


ON THE INSIDE—A glance at the index on page 3 vividly shows the wealth of informa- 
tion of vital importance to the securities industry, investors and businessmen which 
is available in the Thursday “Chronicle” every week throughout the year. 
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Using Take-Home Yields 
As Investment Criteri 


By PETER L. BERNSTEIN 
Vice-President, Bernstein-Macaulay, Inc. 


New study of the long-term relationship between divi- 
dends after taxes and yields on tax-exempt bonds indi- 
cates, says Mr. Bernstein, that recently stocks have been 
historically high compared to tax-exempt bonds, or that 
a new relationship may be in the making. This approach, 
while not a complete forecasting tool, termed a valuable 
basis for the formation of investment judgments. 


All investment decisions involve a selection of risks. 
No intelligent investor goes ahead and buys common 
stocks without first stopping to consider whether he 
might be better off, for example, with bonds or real 
estate or cash. Only after compar- 
ing the relative risks and the yields 
on the competing outlets for his 
investment funds will he decide how 
to allocate his resources in the safest 
and most profitable manner. 

This never-ending process of se- 
lection and comparison assures the 
close mutual interdependence of the 
markets for all the different forms 
of investment. Therefore, any single 
outlet for investment funds, such as 
the market for common stocks or 
the market for corporate bonds, is 
“high” or “low” in price only in 
relation to the rate of return it pro- 
vides and the risks it involves com- 
pared with the yields and the risks 
on all other classes of securities. In the light of this 
fundamental fact of the financial world, the analysis 
of the yield relationships between stocks and bonds is a 
strategic step in investment management. Too often, 
however, this analysis disregards basic shifts-in investor 
attitudes, gives too little consideration to the effect of 
income taxes, and, most dangerous of all, is used to 
make forecasts cf stock market action. It is a means 


of measuring investor attitudes, but it cannot be used 
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The Security I Like Best — 


A continuous forum in which, each week, a different group of experts 
in the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be. nor 
are they to be regarded, as an offer to sell the securities discussed.) 


W. F. KURTZ 
W. F. Kurtz & Co. Cleveland. Ohio 


The First National Bank of Akron, Ohio 


Two years ago when The First 
National Bank of Akron was the 
subject of a similar article, the 
main points developed were the 
excellent re- 
wards re- 
ceived by the 
shareholders 
through divi- 
dends, growth, 
security, and 
low cost in 
relationship to 
actual value. 

This article 
therefore, will 
be a brief 
summary of 
the bac k- 
ground up to 
Dec. 31, 1951 
and an ac- 
counting of the accomplishments 
from then for the period through 
Dec. 31, 1953. 

This bank was established in 
1934 as a state bank with the 
name The First Central Trust 
Company. The charter was a re- 
vision of the charter of a bank 
with the same name which had 
been a leading institution in 
Akron up to the “Great Depres- 
sion.” In 1934 all the capital stock 
and $500,000 of capital debentures 
were owned by the Ohio Super- 
intendent of Banks in connection 
with the liquidation of the old 
bank. Later the capital stock 
was marketed and in 1946 the 
debentures were paid off. 


The new bank rapidly regained 





W. F. Kurtz 


its old leading position and the 
growth has been outstanding as is 
shown by the accompanying table. 

In 1947 the bank, which was 
then operating as The First Cen- 
tral Trust Company, was con- 
verted into a national bank under 
the present name of The First 
National Bank of Akron. 

In April, 1944, the bank issued 
35,000 shares of additional stock 
which were sold to shareholders 
at $10 per share. The proceeds of 
the stock sale were used to pur- 
chase the equity in the bank’s 
main office building. The build- 
ing at that time was subject to a 
$1,000,000 mortgage which, how- 
ever, was not a liability of the 
bank and which has since been 
paid off. The remaining capital 
debentures were retired Dec. 27, 
1946. In 1947 a stock dividend of 
three shares for each 37 held was 
paid to the shareholders and in 
1951 the par value of the shares 
was changed from $5 to $10 and a 
25% stock dividend was paid to 
the shareholders. At the same 
time they were given rights to 
buy 100,000 shares at $20 per 
share, the rights being on the 
basis of one new share for each 
two of the old held. 

Dividends on the capital stock 
were initiated in 1939 at the rate 
of 40 cents per share per annum 
which rate was continued through 
1947. In 1948 the total payment 
was 50 cents a share and the rate 
from 1949 on has been $1 per 
share per annum, payable 25 
cents quarterly. At the current 
market around 24 the yield is 
about 4.15%. 

The growth factor is well shown 
by the following table. 


Capital Capital Surp., Undiv. 
Date Deposits Debentures Stock Profs. & Res”s. 

1-15-34 $7,331,353 $500,000 $741,645 $558,257 
12-31-35__-_ 17,731,170 500,000 741,645 691,122 
12-31-38__ 24,880,627 500,000 750,000 1,139,380 
12-31-41 40,852,262 300,000 750,000 1,583,869 
12-31-44_ __ 109,218,728 300,000 925,000 2,541,055 
12-31-47____.__. 113,993,140 1,030,000 3,909,463 
12-31-50__ 141,858 482 1,600,000 5,932,199 


12-31-51__- 
12-31-53__- 


159,074,429 
178,492 


In addition in July, 1951, this 
bank was 12th in size in the 
State of Ohio and 135th in 
the nation. On Dec. 31, 1953 it 
was 10th in Ohio and 128th in the 
nation, and this was. entirely 
through natural growth and not 
through merger. 

Book value (exclusive of re- 
serves) $13.85 in 1941 vs. $23.63 in 
1951 and $27.15 in 1953. 

Net earnings per share after 
taxes but before transfers to re- 
serves: $1.60 in 1841 and $2.32 in 
1951 and $2.75 in 1953. 

Liquidity — cash and govern- 
ments $115,000,000 vs. deposits of 
$178,500,000 or 64%. 

Two years ago the average life 
of the government bond account 
was 1 year 9 months and 10 days 
to maturity and 11 months 24 days 
to call date—which was about as 
perfect as could be desired at 
that time. Starting last summer 
after the violent decline in gov- 
ernments had ended, a lengthen- 
ing program was started so that 
at this time the bonds are 3 years 
5 months 9 days to maturity and 
3 years 12 days to call date. 

In the last two years four 
branches have been added to the 
three they already had and the 
Akron area is now so well covered 
that little further expansion on 
that line- will be necessary. In 
addition to the new _ branches 
established, the management 
found the opportunity of renting 
to others some additional space 
in the main office building by 


Qh¢ 


soot 


3,500,000 5,567, 

3,500,009 6,753,346 
transfering the bookkeeping de- 
partment to a low rent area near 
the main office. They rented 15,- 
000 square feet on a long term 
lease at 32 cents a square foot 
and made available main office 
space greatly needed for other 
banking purposes at very little 
additional ret cost. 

Furniture and fixtures continue 
to be carried at $1 and there 
seems to be no reason to revise 
downward the previous estimate 
of an actual value of $750,000 in 
that item. 

The bank’s premises account on 
Dec. 31, 1951 was $1,207,083.07 
and on Dec. 31, 1953 was $1,763,- 
566.25. In that period the four 
branches and the new bookkeep- 
ing quarters were opened and 
represent the increase in the bank 
premises account. The. 28 story 
modern main office building in 
the heart of the Akron business 
district continues to represent a 
tremendous hidden asset which I 
estimate to be at least $10 a share. 

To summarize—you pay about 
$24 a share and you get book 
value of $27.15; evaluation reserve 
$2.10; furniture and fixtures esti- 
mated $2 and estimated excess 
value in bank premises of $10 or 
a total of $41.25 a share. So you 
still buy dollar bills at 60 cents 
and what could be sweeter”? 
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This Week’s 
Forum Participants and 
Their Selectiors 


The First National Bank of Akron, 
Ohio—W. F. Kurtz, Proprietor, 
W. F. Kurtz & Co., Cleveland, 
Ohio. (Page 2) 

Gulf Oil Corporation—George R. 
Payne, Partner, T. L. Watson 
& Co., New York City. (Page 2) 














GEORGE R. PAYNE 
Partner, T. L. Watson & Co. 


Members. New York Stock Fxchange. 
American Stock Exchange and 
Commodity Exchange, New York City 


Gulf Oil Corporation 


I consider Gulf Oil stock around 
50 a most attractive investment 
for reasonable income return with 
the possibility of long-term capi- 
lal apprecia- 
tion. 

Through 
faith, courage 
and persever- 
ance, the Mel- 
lons, who 
were prac- 
tically forced 
into the oil 
business, try- 
ing to p_otect 
the monies 
loaned to a 
small produc- 
ing company 
in Texas in 
1901, soon 
learned that an oil company, to 
succeed, needed untold capital 
and could not depend on the pro- 
duction of oil from aay one field 
nor area. Further, as n®w pro- 
duction was brought in, the ques- 
tion of transportation became im- 
portant; then the location of re- 
fineries and marketing. 





George R. 


Payne 


To meet these growing prob- 
lems, the Mellons’ surrounded 
themselves with capab:e men 


who were experienced in various 
occupations essential to a grow- 
ing oil company. 

I shall attempt to give briefly 
the historical background of the 
Gulf Oil Corporation to substan- 
tiate mv opinion that the stock 
has merit and growth possibilities. 

History: In 1901, the banking 
house of T. Mellon & Sons loaned 
$300,000 to three men, who de- 
sired to drill an oil well near 
Beaumont, Texas. The well came 
in a “gusher” flowing at 100,000 
barrels a day, and tle famous 
“Spindietop” Field was. estab- 
lished. 

The men, operating as a part- 
nership, J. M. Guffy & Company, 
soon found they needed more 
money. So the Mellons organized 
the J. M. Guffy Petroleum Com- 
pany, with a capitalization of $15,- 
000,000, consisting of 150,900 
shares, $100 par, and the Corpora- 
tion took over the partnership of 
J. M. Guffy & Company. The 
Mellon brothers bought 20,000 
shares and six men in Pittsburgh 
bought 30,000 shares. 


The next: move was to form the 
Gulf Refining of Texas with a 
capital of $750,000, consisting of 
150,000 shares, par $5. This was 
done to refine and market oil 
products. 


In a short time, within an area 
of 200 miles, new oil fields were 
opened, which brought new 
problems, especially in transpor- 
tation. So the Gulf Pipeline of 
Texas was formed. The Texas 
Wells did not hold up. The flow 
of oil fell rapidly, so field opera- 
tions were carried on in the In- 
dian territory, now Oklahoma. It 
was not easy sailing. The prob- 
lems were mounting, especially 
the raising of money and getting 
capable men. 

After six years of hard work, it 
was decided to merge all cor- 
porations into one, so the Gulf Oil 


Continued on page 16 
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LETTER TO THE EDITOR: 


The Wrong 


Road to 


Redeemable Currency 


Commenting on a series of articles by Henry Hazlitt in “News- 
week,” Walter E. Spahr, Executive Vice-President of the Econ- 


omists’ National Committee on 


Monetary Policy, opposes rise 


in statutory price of gold and method proposed of establishing 
a free gold market. 


Editor, Commercial and Financial 
Chronicle: 


In a series of articles in recent 
issues of Newsweek on how the 
United States should return to a 
gold standard, Henry Hazlitt pes 
advanced con- 
tentions to the 
effect that the 
proposals of 
those who 
recommend 
that the 
United States 
go directly 
from its re- 
stricted inter- 
national gold 
bullion stand- 
ard to a full 
gold standard 
at the present 
statutory rate 
of $35 per 
fine ounce are not sound. 

Since this is an issue of major 
importance to the people of the 
United States, it seems reasonable 
to suppose that the readers of the 
Chronicle may have more than 
casual interest in the Hazlitt 
contentions and in an analysis of 
their implications and validity. 


He recommends that after the 
United States government has an- 
nounced its intention to return to 
a full gold standard certain pre- 
liminary steps be taken which 
would involve’ plunging’ the 
United States into a thorough-go- 
ing system of irredeemable cur- 
rency. This proposal would de- 
stroy the fixity of our standard 
gold dollar and demonetize gold. 
He recommends establishment of 
a “free” market for gold (which 
would not really be a free gold 
market in the proper sense of the 
term) to determine, in some man- 
ner not. clearly outlined, the 
proper dollar price for gold and 
the proper ratio between the dol- 
lar value of our gold stock as it 
would be repriced and our non- 
gold money and bank deposits— 
all of which points toward an- 
other devaluation of our dollar. 
Then he recommends return to a 
gold-coin standard through some 
intermediate steps involving a 
partial, then a full, gold bullion 
standard. 


Had the Hazlitt proposals been 
clearly and correctly labeled for 
the benefit of the general reader, 
they would have borne the follow- 
ing in headings: Hazlitt opposes 
resumption of gold redemption at 
the present statutory rate of $35 
per fine ounce. He recommends 
that the United States adopt as a 
prelude to resumption a thorough- 
going system of irredeemable cur- 
rency. He recommends a _ so- 
called “free” gold market which 
is not a free gold market. He 
recommends steps which point 
toward another devaluation of our 
dollar. 





Walter E. Spahr 


Basically, the Hazlitt proposals 
dre those which have been advo- 
cated in recent years by many of 
the so-called gold-mine interests 
—a complete system of irredeem- 
able currency, a so-called “free” 
gold market, another devaluation 
of our dollar. 

In his article, “What Price for 
Gold?” Newsweek (January 18, 
1954), he says that those who rec- 
ommend institution of a redeem- 
able currency at $35 per fine 
ounce of gold rest their arguments 
on “debatable assumptions” and 
“real error.” One of their debat- 
able assumptions, he says, arises 
from the fact that although the 
present ratio of gold to time and 
demand bank deposits plus cur- 
rency outside of banks “seems to 
support them”’ if “some superficial 
comparisons” are made, the fact, 
in his opinion, is that the present 
ratio is too low to permit safe re- 
sumption of redemption at the 
present statutory rate of $35 per 
fine ounce of gold. He compares 
what he computed to be the pres- 
ent ratio (at the time of his writ- 
ing) of 10.7% with 9.4% “at the 
beginning of 1933.” He says that 
then “we had the choice of going 
off gold, which we did, or suffer- 
ing still further deflation” and 
that “the gold reserves were not 
in fact sufficient, in relation to 
other conditions, to maintain con- 
fidence.” For these _ reasons, 
among others he menticns, he 
concludes in substance that the 
comparison of the present ratio 
of our gold stock to non-gold 
money and bank deposits with 
past ratios is a superficial and de- 
batable procedure. 


Important facts not dealt with 
by Mr. Hazlitt are these: By Jan- 
uary and February, 1933, it was 
widely suspected or known — at 
least in the circles that counted 
most—that the new Administra- 
tion was planning to suspend re- 
demption and devalue the dollar. 
That state of affairs could plunge 
any nation into a suspension of 
redemption regardless of any ra- 
tio of gold to non-gold money and 
deposits it could reasonably be 
expected to have. 


But the considerations are very 
different when a government is 
not planning or proposing to sus- 
pend redemption and to devalue 
its standard gold unit. For ex- 
ample, from 1915-1932, inclusive, 
the range of our yearly average 
ratios of our gold stock to non- 
gold money and deposits, includ- 
ing Federal Reserve bank depos- 
its (qa method of calculation giv- 
ing ratios below those yielded by 
the type of calculation used by 
Mr. Hazlitt), was from 6.7 to 
10.9% with an average of 8.6%. 
The present ratio so calculated is 
9.9% (as of October 28-31, 1953). 
Mr. Hazlitt did not deal with these 
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Metals, Whiskey and Oils at Top 


By HAROLD J. KING, Ph.D. 


Farm machinery, tobacco, chemicals, newsprint, and auto 
production also rank high in northern neighbor’s current 
industrial picture. 


Identification of the larger 
Canadian industrials may interest 
the U. S. investor casting his eyes 
northward for the first time. And 
the “oldtimer” 
may wish to 
clarify a few 
details in his 
mind on this 
subject. Le g- 
endhas it 
that during 
the Roaring 
’20s many en- 
deavoring to 
take a flier 
in aviation 
zestfully 
| bought into. 
Seaboard Air 
Line — a rail- 
road. Sans 
identification, a similar rush to 
Canada Dry could happen in 
the instant case. Born in Can- 
ada, about 1906, this particular 
ginger ale crossed into the States 
around 1922, and was subjected 
to Delaware incorporation in 1925. 
However, some of it is still made 
in Canada, and from two Cana- 
dian industrial giants comes a 
good deal of the “hard” stuff with 
which it is often “spiked.” Pos- 
sibly some of the “hardness” 
stems from the predominance of 
metals (aluminum, nickel, steel, 
and the precious ones) at the top 
of the current Canadian indus- 
trial picture. 

Classification of industrial cor- 
porations according to size is com- 
plicated by lack of agreement on 
the best criterion of same, and 
variance in the dates of available 
statements. As to the first, total 
assets will suffice for the pur- 
pose at hand. We will endeavor 
to arrange the largest 24 Cana- 
dian industrials according to size 
as indicated by the latest balance 
sheet totals available. Statements 
for Dec. 31, 1952, or thereabouts, 
shall prevail for the residue of the 
list. Asset totals indicated in 
Canadian dollars, except for Sea- 
grams, International Nickel, and 
Hiram Walker, whose statements 
show U. S. dollars. 


THE TOP SIX 
Aluminium, Ltd. 
(3684 million, June 30, 1953) 

Strictly a holding company, in- 
corporated in 1928, this concern 
represents a worldwide empire. 
Its subsidiaries engage in the 
mining and transportation of alu- 
minum ore, smelting, and other 
activities (including power) nec- 
essary to aluminum fabrication. 
Funded debt amounts to almost 
half the assets. There is no pre- 
ferred. Cash dividends have been 
paid on common (listed NYSE, 
Toronto, Montreal, Vancouver, 
and San Francisco) each year 
since 1939. (Earlier record not im- 
mediately available.) The $2.00, 
1953, dividend represents an ap- 
proximate yield of 3.8% 
rent prices. 


Harold J. King 


at cur- 


Distillers Corporation-Seagrams, 
Ltd. 
($458 million, July 31, 1953) 
This company we find in second 
place position. Numerologists with 


SF a penchant for 7, and 83, may ask 
7 what has become of 5 crown. But 


it is most unlikely that they have 
never heard of the products—so 
widely advertised — of this com- 
pany. One of the leading liquor 
producers of Canada and the 
U. S., corporation “functions” as 
a holding company. Its subsidi- 
aries operate 19 distilleries (four 
in Canada, 15 in U. S.). With 
funded debt equal to one-sixth 
of the assets, there is no pre- 
ferred. Consecutive cash dividend 
record dates from 1937. Stock 
listed on NYSE, Toronto, and 
Montreal. The $1.70 paid in 1953 
means a present yield of about 
5.7%. Corporation was formed in 
1928, 


International Nickel Co. of 
Canada, Ltd. 
($425 million, Sept. 30, 1953) 

In show position, International 
Nickel, incorporated in 1916, is 
both a holding and an operating 
company. The mines of the com- 
pany and its subsidiaries are con- 
centrated in Ontario. Smelted in 
Canada, nickel, platinum and 
copper are also refined there. 
Corporation also refines the first 
two of these in Great Britain. 
Metals are sold as such, but are 
also used within the company or- 
ganization in the manufacture of 
mill and foundry products at 
plants in Great Britain, West Vir- 
ginia and New Jersey. Gold and 
silver also produced. Products 
marketed widely over the globe. 
No funded debt; $27.6 million in 
7% preferred is outstanding. Cash 
paid on common (listed NYSE, 
London, Montreal, Toronto, Brus- 
sels and Edinburgh — unlisted 
trading, Boston, Midwest and De- 
troit) consistently since 1934. $2.35 
common dividend for 1953 indi- 
cates 6.3% yield. 


British American Oil Co., Ltd. 
($194 million, Dec. 31, 1952) 

Fourth spot goes to this com- 
pany. Whereas U. S. oil corpora- 
tions, such as Gulf, Texas and 
Continental, have heavy Cana- 
dian interests, British American 
presents a situation in reverse. 
Through a wholly-owned subsidi- 
ary, it controls producing proper- 
ties in more than a dozen South- 
ern and Western States of the 
U. S. As to its home grounds, 
the company has producing wells 
in the Turner Valley, Leduc, Red- 
water, Peace River and other 
pools. Its refineries have a total 
capacity of 84,950 barrels of crude 
oil per day. In 1952, the com- 
pany sold 25.6 million barrels of 
refined oil. Funded debt, almost 
one-quarter of the assets. No pre- 
ferred. Incorporation date, 1909. 
Cash dividends without a miss 
from the start. Sixty cents paid 
in 1953; current yield about 2.7% 





Outstanding - 
1953 Earnings 
Asset Value - 
Approx. Price 





AMOSKEAG COMPANY $4.50 PFD. 


‘An Investment Trust) 


Unbroken dividend record since 1912 


Company purchased 2919 shares during 1953 
at an average price of $89.57 


DAYTON HAIGNEY & CO. 


Incorporated 
75 FEDERAL STREET, BOSTON 10, MASS. 


..... §5,865 shares 
wiles $26.95 

acl $494.59 
$92.00 
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Listed Toronto, Montreal and 


($192 millien, Aug. 31, 1953) 


“Just tell the man you want 
Imperial.” Although a Canadian 
corporation, the subsidiaries of 
this holding company are most ac- 
tive in an Illinois hamlet of some 
repute—Peoria. Also understand- 
able, geographically, is its interest 
in Scotland — warehouse capacity 
there, 3,200,000 imperial proof 
gallons. The Argentine, too, is in 
the Hiram Walker picture. $28 
million in 4% debenture stock. No 
preferred. Incorporation date 1926. 
Cash dividends continuously from 
1936. Listed NYSE, Toronto and 
Montreal. Unlisted trading Detroit 
S. E. $3.75 paid in ’53 (yield 
about 6.6%). 


Consolidated Mining & Smelting 
Co. of Canada, Ltd. 
($183 millien, Dec. 31, 1952) 

Incorporated 1906. Canadian 
Pacific Railway owns 51% of the 
outstanding issue (no preferred 
out—no funded debt). Company, 
its subsidiaries and affiliates, en- 
gaged in the mining, milling, 
smelting, and refining of gold, sil- 
ver, lead, zinc, and tin, primarily 
in the Dominion. Also, one of the 
largest North American producers 
of chemical fertilizer. No funded 
debt, or preferred. Continuous 
cash dividends from 1934. $1.35 in 
1953 (current yield, 6.1%). Mont- 
real, Toronto, and Vancouver 
listing. Unlisted trading on Amer- 
ican Stock Exchange. 


THE SECOND SIX* 


Massey -Harris-Ferguson, Ltd. 
($179 million, Oct. 31, 1953) 

Prior to merger (September, 
53) of Harry G. Ferguson com- 
panies, corporation name was 
Massey-Harris Co., Ltd. Estab- 
lished 1847, incorporated 1891. 
Complete line of farm machinery. 
Branches on four continents. 
Funded debt $48 million. No pre- 
ferred. 


Canadien Industries, Ltd. 
($175 million, Dec. 31, 1953) 
King of Canada’s big league 
chemical industry. Incorporated 
1910. Makes Cellophane, Fabrik- 
oid chemicals, coated fabrics, ny- 
lon, paint and varnish, commer- 
cial explosives and ammunition. 
Twenty-three plants throughout 
Canada. $4.65 million in 7% pre- 
ferred. No funded debt. Con- 
trolled by E. I. du Pont de Ne- 
mours & Co., and Imperial Chem- 
ical Industries, Ltd., each owning 
42% of the common stock. 


Divorce of these two has been 
decreed by U. S. Court, in July, 
1952, which ordered them to end 
joint ownership of their Canadian 
and other foreign affiliates, be- 
cause of alleged contravention of 
Sherman Act. Judgment followed 
U. S. Attorney General Tom 
Clark’s anti-trust suit to break up 
the du Pont empire. Stockholders 
will meet on April 27 to consider 
proposed segregation plan, which 
would split value of assets equally 
between Canadian Industries 
(1954) Ltd. (which is to become 
the Canadian subsidiary of Brit- 
ain’s Imperial Chemical Indus- 
tries, Ltd.), and du Pont Co. of 
Canada, Ltd., operating subsidiary 
of du Pont of Canada Securities, 


- Ltd. Plan involves elaborate ar- 


rangement to protect minority, 
and preferred shareholders. 


Steel Co. of Canada, Ltd. 


($172 million, Dee. 31, 1952) 
Incorporated 1910. Iron and steel 
and steel products. Plants at Mont- 
real (2), Hamilton (3), Gana- 
noque, Toronto, Brantford and La- 


Continued on page 16 


* Although incorporated under Cana- 
dian laws, in 1928, Canadian Eagle Oil 
Co., Ltd., a trading concern with South 
American petroleum interests, owns no 
property in Canada. About one-third of 
company income goes to United Kingdom 
in taxes. Total assets on Dec. 31, 1952 
eee nae te £64 million ($180 million 
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Fe-Stockhelders 


By MERRYLE S. RUKEYSER 
Econemist, International News Service 


Mr. Rukeyser, in commenting on managements’ communica- 

tions to stockholders, stresses the point that executives should 

include in their accounting to shareowners an expression of 

the effect of laws and political operating principles on the 

net income prospects of their enterprises, “in accents that the 
ordinary stockholder will understand.” 


The Chinese used to say that a 
picture is worth a thousand words. 

Sometimes the words which 
corporate executives use in com- 
munications 
with share- 
owners miss 
fire. 

Perhaps 
corporate 
management 
shoulduse 
basic English 
rather than 
financial jar- 
gon,orthe 
machinations 
of subtle 
lawyers and 
accountants. 

While the 
professional 
counsellors of timidity may be 
able to tell a business executive 
how to stay out of jail, they are 
not of much use in telling him 
how to elicit an order. 

I, of course, refer to selling in 
the larger sense of inducing the 
other fellow to behave in the 
manner you wish. 

With direct and indirect owner- 
ship of shares being more widely 
diffused through Stock Exchange 
sponsored monthly deposits, 
through instalment purchase of 
mutual funds, and through em- 
ployee ownership schemes, this 
matter of communications from 
the management, who are trustees 
in effect for the owners, to the 
true investors, takes on increasing 
importance. 

This issue is dramatized by a 
letter to this column from a 
woman investor, who holds a di- 
versified portfolio worth about 
$100,000. She is not without ex- 
perience in self-investing over a 
period of years. Yet she writes in 
to ask whether she should get rid 
of her holdings in a strong and 
well managed company because 
she_was frightened by a letter 
from the president dealing with 
his position on tariff matters. 

Apparently this executive made 
so vivid his concept of the adverse 
impact on his company of threat- 
ened implementation of the tariff 
reduction recommendations of the 
Randall Commission on Foreign 
Economic Policy that he fright- 
ened a stockholder. 

It seems to me that the presi- 
dent of the company, in alerting 
shareowners to where their self- 
interest may lie in tariff matters, 
neglected to make clear that this 
problem was not peculiar to his 
company, but affected all enter- 
prises operating under the Ameri- 
can competitive system. This 


would have obviated this super- 
ficial assumption by one investor 
that she could escape from the 
risks of fallacious international 
economic policy simply by shift- 
ing her holdings from this com- 


Merryle S. Rukeyser 


pany to almost any other enter- 
prise at random. 

This writer more than two 
decades ago urged executives to 
include in their accounting to 
shareowners an expression of the 
effect of laws and political op- 
erating principles on the net in- 
come prospects of their enter- 
prises, but there must be some 
skill in talking in accents that the 
ordinary stockholder will under- 
stand. No heavy-handed propa- 
ganda should be overloaded with 
ammunition that may hit the 
wrong target. 

There is another type of com- 
munications with stockholders in 
which the general run of business 
management is deficient. 

This is in messages calculated to 
create an interest on the part of 
stockholders as consumers in the 
products of the company. 

Superficial attempts in this di- 
rection have not been successful. 
But there are still great oppor- 
tunities. 

It seems to me that the solution 
lies in recognizing that the small 
stockholder lacks sufficient stake 
in a corporation to induce him to 
spend unwisely as a customer. 

Accordingly, the guiding rule 
should be the yardstick laid down 
by the late Henry P. Davidson, 
Morgan partner, who once told 
me that sentiment counts in busi- 
ness only when one is confronted 
by two propositions of equal merit. 

Thus where a company offers a 
product or service which the 
stockholder wants and needs at a 
competitive price, the chances of 
doing business are excellent. 

Recently a Chicago housewife 
told me that since buying the 
shares of a packer, she has been 
insisting on meat products bear- 
ing the brand name of her com- 
pany. 

Certainly, where two airlines 
run the same equipment at the 
same fare on the same schedule 
between the same cities, there is 
an inducement for the traveler to 
patronize the line in which he isa 
stockholder. 


To the extent that this identi- 
fication of products and services 
with investment takes place, there 
will be a new appreciation of the 
philosophic basis of the modern 
corporation as a cooperative ven- 
ture. When the stockholders also 
become customers, something akin 
to a consumers’ cooperative comes 
into being—and, of course, this 
type of venture contributes to the 
cost of government through pay- 
ing taxes, unlike the technical co- 
operative. 


Frank Knowlton Adds 


(Special to Tue FInanciat Cmronicie) 
OAKLAND, Calif. — Fred L 
Carpenter and M. Eisenstadt have 
been added to the staff of Frank 
Knowlton & Co., Bank of America 
Building. 
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Total industrial output for the nation as a whole in the period 
ended on Wednesday of last week displayed no marked change 
from that of the previous week, but notwithstanding this, produc- 
tion continued to be down moderately from the near-record level 
attained the year before. 

Industrial production in February rose mildly but was still 
considerably under year-ago levels, states the Federal Reserve 
Board. Its unadjusted index which measures the output of the 
nation’s mines and factories stood at 125% of the 1947-49 average. 
This was one point, or a little less than 1%, above January vol- 
une, but 11 points, or about 8%, below February, 1953. The index 
figure for February was 10% under the record high of 138% 
reached last March. 


New claims for unemployment insurance benefits fell 11% 
in the latest week, that ended Feb. 27, to the lowest level in more 
than three months, although total claims remained substantially 
higher than a year ago. The most marked year-to-year drop in 
employment, it was reported, was in the textile industry. For 
the month of February, jobless figures were the largest since 1950 
and brought demands in some governmental quarters for Federal 
action to stem the tide of unemployment. 


Business inventories on Jan. 31, the United States Depart- 
ment of Commerce reported, reached an estimated total of $80,- 
000,000,000 compared with $76,500,000,000 a year earlier. Some 
companies reported they now have their inventories just about 
where they want them. Others noted, however, that their stocks 
were still rising. 


Steel consumers who started shaving inventories last summer 
are now slashing them to the bone, reports “The Iron Age,” na- 
tional metalworking weekly, this week. Some who originally 
planned to reduce.their steel stocks to a 50- or 60-day supply 
are now aiming at 30 days’ inventory or less. Lower manufacturing 
schedules are in some cases prolonging the time required for 
eonsumers to work off excess stocks and re-enter the market, it 
states. 

Almost everywhere consumers reflect the opinion that when 
they need the steel an aBundant supply will be handy. So the 
expensive new capacity of the industry js temporarily acting to 
depress the market. 

Mills, of course, are keeping their more efficient equipment 
operating, while they relegate marginal ‘or high cost facilities to 
standby status. For this reason first quarter financial reports 
might be better“han some people anticipate, continues this trade 
journal. ‘ 

Producers generally agree that the order tally sheet for March 
is virtually completed without significant change and they are not 
at all sure the upturn they expect will come in April. Yet there 
is a lot of confidence that steel business-will ultimately improve. 

*‘There’s no doubt that the public is still in a buying mood, 
as evidenced by the continuing high level of retail sales, adds 
“The Iron Age,” but an upturn in steel will have to wait for 
inventory adjustments to work their way through the industrial 
supply line. 

Some steelmakers point to an increasing number of small 
orders as a sign that customers are getting inventories down to 
desired size. Tonnage involved is not enough to raise the operating 
rate, this trade magazine states, but it does indicate that some 
manufacturers are beginning’to buy in close support of manu- 
facturing operations. 

_ Even in Detroit, where most of the market news has been 
disappointing recently, there is more than a glimmer of hope. 
Some auto companies that had requested April shipments held up 
a week are now concelling the deferments. 

_. Warehouse business is bitterly competitive. Although most 
distributors say they haven’t changed their base prices, concessions 
on freight, delivery, and extra charges are being made right and 
left. Warehouses, too, have large inventories and mills have felt a 
let-down in warehouse buying. About a fifth of mill shipments 
usually go to warehouse distributors for ultimate sale to the 
consumer, concludes this trade authority. 

In the automotive industry the Big Three—Ford Motor Co., 
General Motors Corp. and Chrysler Corp.—were scheduled to take 
97% of last week’s car manufacture, according to “Ward’s Auto- 
motive Reports.” 

“Ward’s” counted 111,179 cars and 21,578 trucks, compared to 
108,804 and 20,805 a week ago, adding that Chrysler Corp. car 
production spurted almost 21% ahead of the previous week as 


Continued on page 37 
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Toes Stubbed on East-West Trade 


By A. WILFRED MAY 


Mr. May reports actual results under recent trade agreements 
extremely disappointing, with drastic deficiency of Eastern 
exports. Cites Russia’s surprising current debits toward 
Greece, necessitating a “stand-still” invocation. Lists reasons 
revealed for these abortive results, constituting a material 
omission in conciliatory exhortations by Sir Winston Charchill. 
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ATHENS, GREECE—Climaxing 
persistent and inescapable disillu- 
sionment over the heralded pros- 
pects for East-West trade, in this 
and other 
countries, is 
this week’s 
action of the 
Greek Minis- 
ter of Com- 
merce in ab- 
rogating the 
licensing of 
further Greek 
exports to the 
Soviet Union. 
He was con- 
strained to 
take this ac- 
tion under the 
terms of the 
recently en- 
acted Greek-Soviet trade agree- 
ment, which provides that exports 
from either side would be dis- 
continued if the credit balance 
should exceed a certain agreed on 
limit. In this Greek-Russian agree- 
ment, signed July 28, 1953, such 
“swing balance” was set at $1 mil- 
lion. The present balance in favor 
of Greece, causing this step was 
$1,069,000 as of the end of Febru- 
ary. 

While the amounts involved are 
small, the incident is most impor- 
tant, coming only seven months 
aiter the signing of the agreement; 
and with so much fanfare devel- 
oped over the potentialities of new 
East-West trade agreements, and 
of the Soviet’s conscientious in- 
tentions. It is in line with East 
Germany’s persistent deficiency. 
And it is directly relevant to the 
material omission in Sir Winston 
Churchill’s recent pronouncement, 
namely his failure even to men- 
tion the great difficulties in the 
way of such possibly desirous 
trade—and, instead, implying a 
spanking of his Western friends. 
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Moscow’s Negligible Shipments 


Instead of a credit balance fa- 
voring the strong and rich Soviet, 
under the latter’s presumed eager- 
ness to do business, she shipped 
only about $300,000 on her side 
of the bargain. In actual practice, 
despite the tempting talk by the 
Molotovs and International Con- 
ference Nesterovs, Moscow did 
not deem it worthwhile to send 
the tiny sum of $200,000 in some 
form of remittance (could have 


been gold) to forestall her debtor’s 
extension. Russia has actually 
abetted a drachma gap—an ap- 
parent foreign exchange shortage 
of a weak confetti currency. 

The concurrent record of the 
Soviet bloc satellites’ actual trad- 
ing since the initiation of the re- 
spective new trade agreements, 
likewise must stir up doubt about 
the Kremlin’s real desire to do 
business. It is in line with reve- 
lations of abortive efforts just 
gleaned in Germany and Switzer- 
land. Ost Ausschus der Deutschen 
Wirtschaft, the well-oiled associa- 
tion in Cologne to foster German 
trade with the East, has been rele- 
gated to a stand-by status since 
the ECE conference at Geneva 
last April because of the Russian 
participants’ going incommunicado 
on it after all their fine talk. And 
in Switzerland, her effort for an 
appreciable amount of 
has run into persistent over-pric- 
ing of usable exports. 

Here are the various satellites’ 











swing balances in favor of Greece 
as of Feb. 28, last: 


Debit 
Margin 
(Millions) (Millions) 
eee A $580 $400 
Hungary ----- 294 250 
Czechoslovakia 435 400 


From East Germany and Bul- 
Zaria there has been no appre- 
ciable trade movement. 

Equally as significant as this 
quantitative record have been the 
reasons, laboratory-wise, for this 
record of negative results—with 
the converse movement continu- 
ing Moscow’s hankering for the 
unrequited export role she played 
on such a grand scale with Yugo- 
slavia. 


Reasons for the Negative Results 


On-the-spot scrutiny here re- 
veals the following reasons for 
the abortive results following the 
recent establishment of the trade 
agreements, from which so much 
was expected. 


(1) The hoped-for customers’ 
unfamiliarity with the products 
for sale, because of the long past 
severance of relations. 


(2) Customer lack of knowledge 
about those with whom they are 
to trade; with all the difficulties 
encountered by private traders in 
aealing with rigid and inflexible 
state organizations. 


(3) The risk involved in rely- 
ing on the availability of spare 
parts and service in machinery 
from the Soviet Union. Greece 
now gets quick efficient service 
from other countries’ agents and 
distributors, 

(4) The Russians’ stand against 
extension of credit. Other coun- 
tries’ foreign suppliers’ current 
practice of extending time drafts 
up to 18 months, is unthinkable 
by the Russians. In their recent 
dickering with the Poles, the most 
the Russians would do was to take 
one-half cash with the placing of 
the order, with the balance to be 
covered by a sight draft. 

(5) The absence of salesmen 
across the Iron Curtain. 

(6) The higher-than-market 
pricing by the Russian bloc; as in 
the case of Polish coal, Hungarian 
hardware, etc. This has likewise 
operated importantly in Germany 
and Switzerland. 

Again, conversely, the East’s 
pricing practice sometimes goes 
off the track in dumping, as pres- 








Board of Tr: 

] Chicago 

| 

| Members 

| New York Stock Exchange 

| American Stock Exchange 
Midwest Steck Exchange 

| Chicago Board of Trade 


business || 


March 15, 1954 


Announcing 


the formation of 


ARTHUR M. KRENSKY & CoO., INC. 


ade Building 


HArrison 7-7727 


(1217) & 






ently in their anti-Swedish match 
competition—all making for un- 
predictability bound up with au- 
tarchical bloc control. 

(7) Questionability of perform- 


ance, regarding both time and 
quality. (Even little timber has 
been forthcoming.) 


Even More So Re Moscow 


These factors become even more 
aggravated vis-a-vis trade with 
itself, because of the 
complete unfamiliarity with Rus- 
sia’s market, and her even greater 
inflexibility and rigidity. And even 
more so is their non-performance, 
following political motivation. 

These actual results registered 
under the trade agreements, em- 
bodying typical factors, surely 
give additional important evidence 
that the paucity of East-West trade 
is not a “should we?” but a “can 
we?” question, which constituted 
a material omission by Churchill. 
In the coming months, it will be 
strictly up to the Russians to put 
up or shut up! 


Leslie Securities 
Opens in New York 


Announcement has been made 
of the formation of Leslie Secu- 
rities Corporation, member of the 
National Association of Securities 
Dealers, Inc., to conduct a general 
securities business with offices 
at 52 Wall Street, New York. 
Harry B. Leslie is president of the 
new firm and Frederick M. Rie- 
kert is secretary and treasurer. 
Both were formerly with Bonner 
& Bonner, Inc., which has discon- 
tinued its retail securities busi- 
ness. 


Merrill Lynch Offers 
Ingersoll-Rand Stock 


Merrill Lynch, Pierce, Fenner & 
Beane and associates on March 17 
announced that they now are 
making a secondary offering of 
70,568 shares of Ingersoll-Rand 
Co. common stock (no par value) 
at $101.50 per share, net. The con- 
cession for dealers is $2 per share. 

The offering has been approved 
by the New York Stock Exchange 
for participation by its members. 


With Albert Theis Sons 


(Special. to Tue Financia, CHRONICLE) 

ST. LOUIS, Mo. — James W. 
Riordan has become connected 
with Albert Theis & Sons, Inc., 
314 North Fourth Street, members 
of the Midwest Stock Exchange. 
He was previously with Reinholdt 
& Gardner. 


With Perry T. Blaine Co. 


(Special to THe FINANCIAL CHRONICLE) 

ASHTABULA, Ohio—Marvin E. 
Taano is now affiliated with Perry 
T. Blaine & Co., 4519 Main Ave. 
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Debt Takes 


No Holiday 


By IRA U. COBLEIGH 
Author of “Winning in Wall Street” 


Containing some random comment on the magnitude of debt 
in our society, and a specific look at a few institutions special- 
izing in personal loans. 


It is an economic truism that 
nothing is certain but debt and 
taxes. While the American peo- 
ple today boast total personal sav- 
ings of above 
$200 billion, 
the figures on 
the liability 
side ot the 
balance are 
pretty king- 
size too. We 
have a na- 
tional debt of 
about $275 
billion and 
there’s con- 
siderable 
clamor to jog 
the legal limit 
up to $300 
billion; this, 
mind you, coming from a politi- 
cal Administration dedicated to 
sound money. 60% of our motor 
cars are bought on installment, 
and total debt of this sort is, right 
now, in the neighborhood of $10 
billion. 

In 1952, approximately 58% of 
our families owned their own 
homes, but only a very small per- 
centage held them “free and 
clear.” In 1952 these title posses- 
sions to family castles (nonfarm) 
were given generous and indis- 
pensable aid by $58 billion of 
home mortgages in various stages 
of amortization. 

Moving on a bit, we have a 
brand new all time high in a cate- 
gory called Consumer Credit, $29 
dillion. Now half of this is for 
time purchase of things like cars, 
TV's. refrigerators and home air 
conditioners, but over $4 billion 
is in strictly personal loans — 
where no specific purchase is in- 
volved. These loans are just what 
they say—people make ‘em, 20% 
of the time, because of bad luck: 
an accident, surgery, the need for 
a new set of choppers, etc. About 
35% of these personal notes are 
given a high sounding title—con- 
solidation loans. You owe Aunt 
Min $25, the dentist $50, the gar- 
age $40, and you've got $70 left 
unpaid on the washing machine, 
so you borrow $250—consolidate 
that is! The other occasions for 
a personal loan would include 
everything from vacation and 
clothes to raising chinchillas. One 
family out of seven will make 
some sort of personal loan this 
year, the amount will average 
around $280 and the term of pay- 
ment will be a year and a quarter 
unless renewed. More than half 
will renew the loan, so cfients for 
this sort of credit get to be pretty 
steady. 

Highly accurate figures are not 
available on the relative volume 
of personal loan business done, but 
a reasonable estimate might be 
$1.5 billion for commercial banks 
and $1.5 billion for personal loan 
companies, currently. The com- 
mercial banks were historically 
slow to enter this field. The first 
big commercial bank to establish 
a personal loan department was 
National City Bank of N. Y. in 
1928: but now, all over the coun- 
try. the banks are beating the 
bushes to get small loan accounts. 
Why only last week, a bank in 
Kansas, I believe, had eleven 
salesmen scouring the country- 
side. “Want to open an account?’ 
Loans anyone?” Credit, once the 
unique possession of the well-to- 
do, has now become a mass com- 
modity. 


Ira U. Cobleigh 


6,100 Smali-Loan Companies 

Despite the nationwide drive of 
banks for this small-loan busi- 
ness, the personal loan companies, 
which did the pioneer work, are 
more than holding their own. 


There are 6,100 small-loan com- 
panies doing business in 36 states 
where they are privileged to make 
loans, frorn $300 in some states, to 
$5,000 in California. Interest 
rates are toughest on the little 
fellow. For a $100 loan, the in- 
terest might be from 2%% to 
344% a month; but above $300, 
you may pay as little as 42% per 
month. A while back some com- 
panies started to provide life in- 
surance so that if the maker died, 
the loan would be automatically 
paid off. This seems to have 
caught on, auite generally, and 
while it adds a little to the cost 
of the loan, borrowers prefer it. 
Another trend is toward more 
branches. The companies we'll 
look at in a moment are, by no 
means, static. Their loans have 
been increasing and a number of 
new cities have been selected for 
business eniry. The small loan is 
definitely big business. 


Household Finance Corp. 

Household Finance Corp. is the 
acknowledged leader in the small 
loan business, and in the past five 
years it has projected its total 
loan figure from $376 million in 
1949 to over $600 million for 1953. 
Household operates some 600 
branches, 25% of them in Canada, 
where the business is expanding 
phenomenally. 

Stockholders in 
nance have been well treated, 
through the years. There was a 
3 for i swolit in 1945, a 10% stock 
dividend in 1949, and another in 
March of 1953. Cash dividends 
have been paid for 27 years in a 
row, and the current trend of per 
share earnings ($3.80 in 1951, 
$4.16 in 1952, $4.60 in 1953) vives 
some assurance of increased dis- 
bursements in 1954 above the in- 
dicated $2.60 rate. By virtue of 
its corporate history, managerial 
excellence, inteliigent expansion 
and its durable dividend record. 
H.F.C. merits investor confidence 
and its common shares at 51 are 
a sturdy value. 


Household Fi- 


Beneficial Loan Corp. 

Next in size in this field is Ben- 
eficial Loan Corp. with 800 offices 
doing business in 26 states and 
Canada. Capitalization here is 
$190.7 million in debt, 17,576 
shares of $3.25 preferred (con- 
vertible into 2.92 shares of com- 
mon through 5/31/56) and 3,.915.- 
736 common shares listed on N. 
Y. S. E. and now selling at 40 to 
yield 6% on current $2.40 divi- 
dend. 

An interesting financial feature 
here is that, thanks to a dramatic 
drop in interest rates in the last 
eight months, Beneficial is now 
calling, on April 12, 1954, its $25 
million issue of 414% debentures 
which were only offered last Au- 
gust. Refunding at current. rates 
wili save the company a tidy an- 
nual sum This is one of the 
shortest lived long-term bond is- 
sues on record. 

Another thing of interest about 
Beneficial is that it carries a re- 
serve of 5% of receivables for 
doubtful items. This is most con- 
servative, as 40-year experience 
in this trade has established the 
average percentage of “bad” notes 
at weli below 2%, and less than 
'. % im good years. 

Beneficial Loan dividend coh- 
tinuity goes back to 1929, and the 
shares today provide an attractivé 
yield. Continued conversion of 
the preferred will result in some 
increase the outstanding com- 
mon. 

American Investment Co. 

American Investment Co. of II- 
linois, generally regarded as third 
in size in consumer loans, has just 


ih) 


The Commercial and Financial Chronicle . . 


announced plans for 75 new of- 
fices in 1954. Last year, American 
made $232 million in loans to over 
737,000 borrowers. American In- 
vestment common is listed N. Y. 
S. E. with a current dividend of 
$1.60 protected by increasing cov- 
erage. 
Seaboard Finance Co. 

Seaboard Finance Company, 
fourth in the loan parade, made 
quite dramatic progress in 1952, 
pushing uno its receivables over 
40% from $72 million to $103 mil- 
lion. For some time outstanding 
common shares have been in- 
creasing through conversion of 
five separate preferred stock is- 
sues outstanding since 1947. There 
is, in addition, a $5 million regu- 
lar preferred issue brought out 
last year preceded by around $90 
million of short and long term 
debt. In common with the other 
companies we've discussed, lower 
interest rates (in the money mar- 
ket) plus rising loan demands 
have been steadily advancing both 
gross and net. Seaboard common 
at 25%4 offers the most liberal 
yield in the list, on its current 
$1.80 dividend. 


General Acceptance Corp. 


Another company you might 
want to look at is General Ac- 
ceptance Corporation. This com- 
pany does business both in con- 
sumer loans and installment fi- 
nance (motor cars). This latter 
section was rather sharply con- 
tracted in 1953, automobile notes 
purchased being down to $40,- 
364,850 from $54 million in the 
preceding year. A 20% increase 
in personal loans, however, up to 
$52,335,115 was recorded last year. 
Moreover, Stuyvesant Insurance 
Company, a subsidiary, writes au- 
tomobile insurance to go along 
with the motor loans: and last 
year Stuyvesant Life Insurance 
Company was formed for under- 
writing credit life insurance. On 
the 887,257 common shares a $1 
dividend was naid last year 
against per share net of $1.11. 
Stock sells at 11 on American 
Stock Exchange. Despite the 1953 
dip in auto loans, good manage- 
ment here, plus expanding per- 
sonal loans and insurance busi- 
ness, are factors tending to 
strengthen the common as time 
goes on. Meanwhile, the high cur- 
rent dividend payout should prove 
of interest to shoppers for yield. 

A quarter century ago. personal 
loans were regarded with disdain 
by the commercial banking fra- 
ternity and the small loan com- 
panies had not then had time 
enough to establish the amazingly 
recession-resistant nature of this 
sort of banking. Now the honesty 
of the average American in paying 
his debts, and the splendid earn- 
ing and dividend record of the 
established consumer loan leaders 
are widely known, and the com- 
mon shares afford excellent lev- 
erage. Renting out money in 
small amounts is perennially good 
business: and it’s been good for 
stockholders too. Debt takes no 
holiday. 


Joins A. E. Edwards 


Special to Tuer FINnanciaL CHRONICLE) 

ST. LOUIS, Mo. — Homer A. 
Heid has joined the staff of A. G. 
Edwards & Sons, 409 North Eighth 
Street, members of the New York 
and Midwest Stock Exchanges. He 
was previously with Reinholdt & 
Gardner and Fusz-Schmelzle & 
Co. 


With Baker Simonds Co. 


Special to THe FInNaNciAL CHRONICLE) 
DETROIT, Mich. —- William E. 
Baubie has joined the staff of 
Baker, Simonds & Co., Buhl 
Building, members of the Detroit 
Stock Exchange. 


With Anderson-Plank 


(Special to Tue Frnanciat CHRONICLE) 
MINNEAPOLIS, Minn.—Donald 
P. Sundberg has become affiliated 
with Anderson-Plank-Arnao, 631 
Marquette. 
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F rom Washington 
Ahead of the News 


By CARLISLE BARGERON 











To the man in the street, diplomacy is at once an art and 


almost an occult science. 


Although the diplomats largely shape 


his destiny, the average man has only a slight concept of what is 


diplomacy. 


I am not sure myself what diplomacy is. 


General 


MacArthur told this writer feelingly many years 
ago that the diplomats are responsible for 
wars, the military has to fight them. 
Anyway, in the capitals of the world they 
live in closely knit groups, gather daily among 
themselves for cocktails, gossip and intrigue; 
they get on each other’s nerves and the wives 


exchange catty remarks. 


In an effort to keep 


dewn jealousies and hurt vanities there is a 


system of protocol for them. 


For example, 


the Ambassador longest in a capital is the 
ranking Ambassador, regardless of the size or 


importance of his country. 
all state functions. 


He comes first at 
In matters dealing with 


the corps as a whole, they have to be dealt 


with through him. 


As I said earlier, I am not sure what diplo- 


Carlisle Bargeron 


macy is. But I am fairly convinced that it is 

not what the Canadian Foreign Minister, Lester B. Pearson, prac- 
tices. For several years he has been carrying a chip on his shoul- 
der against the United States and repeatediy he has given expres- 
sion to an apparently growing sentiment in Canada that we are 
too much of a bully towards our northern neighbor. There are a 
great many thinking Canadians, in fact, who consider him politi- 
cally ambitious and trying to ride such a sentiment if not help 


develop it. 


Mr. Pearson has been in Washington the past week in connec- 
tion with the meeting of the Joint U. S.-Canadian Board on Trade 
and Economics. This is something that was created at the instance 
of President Eisenhower some time ago as a means of removing 
Canadian complaints that we are not doing right by them in the 


matter of trade. 


Mr. Pearson’s idea of starting off the meeting was to give the 
U. S. Government a lecture on the conduct of its foreign affairs. 
He gave his lecture from the unusually good sounding board of 
the National Press Club. Although he has a suave manner and 
there is a felicity about his speech, the spectacle of a foreign 
statesman criticising the policies of another government in its 
own capital was quite jarring. His criticism was leveled at Sec- 
retary of State Dulles for his recent “massive retaliation” speech. 
This country should consult with its allies, he said, in matters of 
this kind if it expected to retain the support of these allies. 

Now any apprehensions Canada may have had about this 
speech could have easily been dealt with through conversations; 


understandings could have easily been reached. 


Mr. Pearson’s 


alarm, real or fancied, is that some day our President may just 
order the dropping of the A or H-bombs without saying anything 


about it to anybody. 


From what we have been told about the 


devastating effects of these bombs it is difficult to see whether we 
would need the support of Canada or any other ally. 


Actually, what Mr. Pearson did was to step into the realm of 


sheer American politics. 


Mr. Dulles’ speech was aimed at the 


American political scene just as much as towards Soviet Russia. 


It doesn’t represent any fundamentel change 


in our military 


strategy. A war with Russia, or any major war, would involve a 
large dependence upon the bombs, on which the taxpayers have 


spent billions of dollars. 
souvenirs. 


Certainly they aren't being built for 


Notwithstanding this clearly apparent fact, the country has 
been confronted with the demand of the military that on top of 
the billions spent for bombs there must be an increasing amount 
of money spent on ground troops, on every other component of the 
military. The Eisenhower Administration has been trying to get 


away from this. 


It feels that if so much additional money must 


be spent upon one phase of warfare, there should be some corners 
cut on other phases. For this it is being severely criticized in Con- 
gress by the adherents of each branch of the military. There has 
been considerable cartooning of the “New Look,” with which the 
Administration’s policy is labeled. By way of trying to sell its 
goods, the Administration itself teok this label, although it now 


would prefer not to have done it. 


“New Look” is an exaggeration, 


too. There is really nothing drastic about the new strategic con- 


cept. 


It is more of a natural evolution. 


Mr. Pearson could have 


found this out by talking quietly with our government. But there 


have been 


occasions before when 


he has warned that Canada 


might not be able to gc along with U. S. “leadership” in world 


affairs, if that 
would go. 


Robert J. Riley 
With Loewi & Go. 


(Special to THe FrinanctraL CuHronicie) 
MILWAUKEE, Wis.—Robert J. 
Riley has become associated with 
the Milwaukee Company, 207 East 


is what it is. 


Michigan Street, members of the 


Midwest Stock Exchange. Mr. 
Riley was formerly in the trading 
department of Riley & Company. 


Lee Higginson Adds 
(Special to THe FINaNctAt CHRONICL! 
CHICAGO, Ill. —John L. 
nolds has become affiliated 
Lee Higginson Corporation, 
South La Salle Street. 


Rey- 
with 
)9 


av 


You 


wonder just where Canada 


W. T. Riley, Jr. With 
The Marshall Company 


(Special 


to THe FINaNctal 

MILWAUKEE, Wis. 
Thurman Riley, Jr. has become 
associated with the Marshall 
Company, 765 North Water Street. 
Mr. Riley was formerly an officer 
of Riley & Company. 


Joins Greene & Ladd 


(Special 


CHRONICLE) 


— William 


to Tue Financia, CHRONICLE) 

DAYTON, Ohio — William R. 
Hilliard is now with Greene and 
Ladd, Third National Building, 
members of the New York Stock 
Exchange. 
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A Summary of the Present | 
Economic Situation 


By HAROLD B. DORSEY* 
President, Argus Research Corporation 


Mr. Dorsey lists favorable factors in present economic sitna- 
tion as: (1) assurance of large money supply; (2) Adminis- 
tration’s friendly attitude toward business; (3) probable con- 
tinuance of upward trend in consumer per capita expenditures; 


(4) population growth; and (5 


) stocks in past gave a higher 


price-earnings ratio and lower dividend-yield. Lists among 
unfavorable factors: (1) possibility of excess expansion of 
consumer purchases; (2) over-expansion of private borrow- 
ing; (3) rising fixed charges due to repayments on instalment 


debts; (4) curtailment of debt 


inventory adjustments. Looks 


A presentation of the economic 
picture within the brief space of 
10 minutes 
permits noth- 
ing more than 
a tabulation 
OL tile imajor 
factors witn a 
minimum of 
elaboration. I 
would also 
like to direct 
your attention 
very briefly 
to several 
other condi- 
tions that 
seemtore- 
quire a more 
than super- 
ficial interprelation. 





Harold B. Dorsey 


Favorable Factors 

(1) By far the most important 
factor in the favorable category is 
the large money supply and the as- 
Surance that this condition will 
continue. Especially is this ele- 
ment of importance in any con- 
sideration of the supply and de- 
mand equation for securities. 
There is every indication that the 
credit supply will be in excess of 
business and government needs. 
Liquid savings appear to be -ac- 
cumulating in the hands of in- 
dividuals and institutions which 
are investment buyers. Insofar as 
other things are equal, the money 
supply factor assures low yields 
and high price/earnings ratios— 
perhaps the lowest yields and the 
highest price/earnings ratios that 
we have seen. in some time. As 
I will poimt out later, however, 
other things are not likely to be 
equal for many types of securities. 

(2) The Federal! Administra- 
tion’s friendly attitude toward 
business clearly is a plus factor. 
Especially does this apply to the 
evident desire to encourage the 
investment of capital. There seem 
to be grounds for assurance that 
the unpredictable developments 
from that quarter will resolve on 
the favorable side—quite a sharp 
contrast to the conditions to which 
we have become accustomed over 
the past 20 years. 

(3) As a result of a long period 
of prosperity, former luxuries 
have now come to be looked upon 
as necessities. Consequently, per 
capita expenditures for durable 
goods will probably continue to 
be somewhat higher than prewar 
levels. 

(4) The population growth fac- 
tor is favorable, implying a long- 
term need for more consumers’ 
durables, schools, roads, sewers, 
etc. Technological advances 
should continue to be a favorable 
force in the long-term outlook. 

(5) Stocks have frequently sold 
on a higher price/earnings ratio 
and a lower yield basis than they 
are at the moment. 


Unfavorable Factors 
As I see it, most of the unfa- 
vorable items come under one 
major question: How much ex- 
pansion can the economy digest at 
one sitting? The answers, in my 
opinion, involve matters concern- 





*A talk by Mr. Dorsey before the New 
York Society of Security Analysts, New 
York City, March 9, 1954. 


expansion; and (5) need for 
for some slump in business. 


ing the major business cycle, 
rather than the very long-term 
trend. Many investment managers 
have to differentiate between 
these two perspectives. 


(1) After making an adjustment 
for the etfects of price changes 
and for population growth, ex- 
penditures for consumers’ and 
producers’ durable goods have 
been running substantially higher 
than anything recorded in our 
business history, for a protracted 
period of seven years. Since this 
is statistically provable, we have 
to make up our minds whether 
the phenomenon represents a new 
era or whether it contains im- 
portant elements of excess ex- 
pansion. 

(2) This unusually high rate of 
activity would not have been pos- 
sible if it had not been for an un- 
precedented rate of non-govern- 
ment debt expansion. 

(3) “Fixed charges” in the form 
of repayments on instalment debt 
and consumer expenditures for 
services, which.include (in effect) 
the sharply increasing charges for 
interest and amortization of mort- 
gages as well as rent and other 


“necessitous types of services, have 


increased from about 14% of per- 
sonal disposable income in 1947 
to about 22%. This fact, together 
with the higher “operating ex- 
penses” for food and other neces- 
sitous items, indicates that the 
average individual has a _ high 
“break-even point.” If disposable 
income cannot continue to rise as 
rapidly as the increase in fixed 
e nses, there tends to be a 
squeeze on the more sensitive 
supernumerary income which re- 
mains available for discretionary 
types of expenditures. 

(4) However, if we are going to 
stop the rise in the individual’s 
“fixed charges,” we will have to 
stop the debt expansion. But that 
debt expansion has, in itself, been 
one of our more dynamic sources 
of purchasing power creation. 


(5) The most recently available 
figures through January of this 
year show a continuation of the 
deterioration in the inventory- 
sales ratio of manufacturers of 
durable goods. This ratio suggests 
that an inventory adjustment in 
this important segment of the 
economy is needed, but it is diffi- 
cult to accomplish in the face of 
the declining shipments and new 
orders that have been evident for 
the past six months. Yet, if ac- 
tivity is to return to anything 
approaching the higher levels of 
the first half of 1953, we have to 
remember that part of our activity 
then was caused by inventory ac- 
cumulation, as well as sharp debt 
exvansion and a higher level of 
military expenditures than we are 
likely to have in the. foreseeable 
future. 


Causes and Effects 
3efore weaving all of these 
pros and cons into a_ balanced 
perspective, I would like to direct 
your attention to several items 
which, in my opinion, require a 
closer inspection before we for- 
mulate our conclusions about the 

effects of these conditions. 
First, I would like to bring up 
the matter of savings vs. debt. As 
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a generality, we must realize that 
Savings and debt are two sides of 
the«same coin. The money you 


flation suggests higher prices. 
Higher prices for precisely which 
products; in which products will 
demand exceed supply? The de- 
tailed answers to these questions 
should have an important influ- 
ence upon our investment selec- 
tions. 


broaden the latter category to in- 
clude stocks of companies which 
are in a favorable position be— 
cause of special circumstances. My 
emphasis on the negative factors 
is caused by my conviction that 
many otherwise good investment 
records are going to be ruined 
because the investment portfolio 
includes some “lemons.” As I 
diagnose the effects of economie 
conditions on individual indus-— 
tries and companies, I think that 
the basket of investment fruit that 
we have to choose from does in- 
clude quite a few “lemons.” But 
I suggest that we should not gen— 
eralize so much in that direction 
that we pass up the available 
sound values. 


St. Paul Gets Boost 
From Shaughnessy Go. 


ST. PAUL, Minn.—Shaughnessy 
& Co., First National Bank Build— 
ing, is boosting the City of St. 
Paul with an attractive panoramie 
view of the river front on the 
back of the envelopes which the 
firm is using. 


deposit in the savings bank is 
somebody else’s mortgage. The 
money you invest in government 
bonds is the debt of the taxpayer. 
The money you deposit in a com- 
mercial bank is the debt of some 
borrower from the bank, or the 
debt of some corporation or gov- 
ernment in the form of bonds. 
Consequently, savings and debt 
tend to rise and fall together. 

However, it seems to me that 
the debt trend is the dynamic 
force. It is the decision of the 
borrower that activates spending 
in the economic stream. 

Clearly, insofar as we look upon 
liquid savings as a potential sup- 
plement to purchasing power, we 
must ask ourselves where the 
actual money is coming from. 
Certainly it is not readily avail- 
able in the vaults of the savings 
banks. Noticeable withdrawals 
would call for a liquidation of 
mortgages. There is not time to 
develop this particular subject 
further, but I do suggest that we 
should be careful how we jump to 
conclusions about savings as a 
dynamic force in the economy. 

Anether item that I think we 
sholild consider carefully is this 
matter of easy money as a stimu- 
lant to business activity. I think 
that there is a widespread con- 
viction that easy money must 
necessarily create business activity 
and payrolls. It can be proven 
that sharp percentage increases in 
money supply in the 1930’s were 
not successful in stimulating the 
activity of the important heavy, 
purchashing-power-creation, in- 
dustries. A large money supply is 
helpful, but we also have to con- 
sider the degree to which it will 
be used. Here again, I am merely 


Perspective 


As I try to weave all of the 
foregoing factors into a workable 
perspective, I come to the follow- 
ing conclusions: 


(1) Much of the activity that we 
have seen in the past seven years, 
and especially since Korea, has 
been abnormal and has been the 
result of an excessive speculation 
in producers’ and consumers’ dur- 
able goods. Clearly, part of our 
activity has been the process of 
building up the inventories of 
durable goods in the hands of 
consumers and facilities for pro- 
duction and distribution in the 
hands of business. Part of the 
activity has also been caused by a 
build-up of operating inventories, 
which now seem to be unreason- 
ably high in the durable goods 
industries. Consequently, it seems 
to me that activity should settle 
down to a level that is more in 
line with current earning power 
and with the actual consumption 
of durable goods. 


(2) Rather than look wpon this 
business prospect as evidence of a 
depression, it seems to me that it 
is the investment analyst’s job to 
figure the earning power that 
might be developed for individual 
companies with a somewhat lower 
level of activity than we have 
seen in recent years and probably 
with somewhat more competitive 
conditions. Such an analysis does 
not lead to a conclusion that all 
stocks should be liquidated. 


(3) We must not ignore the fact 


Leonard Mayrisch Joins 


Blair, Rollins Co. 


(Special to Tae FInaNncriaL CHRONICLE) 


SAN FRANCISCO, Calif.— 
Leonard Mayrisch, Jr. has become 
associated with Blair, Rollins & 
Co. Incorporated, 58 Sutter St. Mr. 
Mayrisch was formerly an officer 
of Hannaford & Talbot with 
which firm he was associated for 
a number of years. 


Ray Borlini Opens 


(Special to Tue Frnancrat CHRONICLE) 


SAN FRANCISCO, Calif.—Ray 


mentioning this matter as a that the large money supply tends Borlini is engaging in a securities 
thought-provoking subject for to increase the demand for in- ‘business from offices at 58 Sutter 
your consideration. vestments. Unlike most eartier Street. 


Along the same lines, we should 
carefully examine the practical 
effects of a probable increase in 
the size of the government’s 


deficit. The tendency to envisage 
that phenomenon as inflationary 
deserves careful inspection. In- 


periods of business adjustment, 
the money factor strongly sug- 
gests a firm market for good 
quality bonds and preferred 
stocks as well as good quality 


common stocks in characteristic- 
ally stable industries. 1 would 


With Eastland, Douglass 


(Special to Tue Frnanciat CHroNnrcLe) 


SAN FRANCISCO, Calif.—Earl 
S. Douglass, Jr. has been added to 
the staff of Eastland, Douglass & 
€o0., Inc., 100 Bush Street. 
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Salomon Bros. Arrange 
Direct placement of $10,000 000 
thee capital debentures due Jan. 
4, 1967, and 125,000 shares of 
4%%% cumulative preferred stock, 
1954 series (par value $100 
-qper share) of Associates Invest- 
ment Co. has been negotiated by 
Salomon Bros. & Hutzler, it was 
announced on March 17. 

Of the abovementioned pre- 
ferred stock, 33,949 shares repre- 
sent redesignated 444% preferred 
stock. 

Provisions of the new preferred 
stock will permit the issuance of 
capital debentures which will 
have the status of junior subor- 
dinated notes. 

Holders of the 97,000 shares of 
outstanding $100 par value 414% 
preferred stock were given the 
right to exchange their stock into 
either the new 412% preferred or 
the new 4%4% debentures. Un- 
exchanged 4% % stock is to be re- 
tired at 101 and accrued divi- 
dends. 


Kalman Adds to Staff 


(Special to THe FINaNcIAL CHRONICLE) 

ST. PAUL, Minn. — Logan R. 
Straw has been added to the staff 
of Kalman & Company, Inc., En- 
dicott Building. members of the 
Midwest Stock Exchange. 


Two With King Merritt 


(Special to Tue Financiat CHronicie) 

ST. LOUIS, Mo.—Lee A Ganna- 
way and Marion H. Johnson are 
now with King Merritt & Com- 
pany, Inc. 


“How Ww get leads 
wy 


your 
Sales Force” 


= the title of a 24-page 
book we recently published. 
It pictures mailing pieces that have 
been used by security dealers to 
obtain leads at low cost 
It discusses such questions as: 
® What names should you so- 
licit: Stockholders’ lists? Names 
from telephone books? High in- 
come lists? 
@ What form should your mail- 
ing piece take? A letter? A self- 
mailer? A plain mailing card? 
@® What percentage return can 
you expect? 


® Approximately how much do 
rthese matlings cost? 

If you do not use the mails for 
securing leads, you will find in this 
modest booklet all the basic infor- 
mation you need to get started. 
Even if you are an expert at this 
tvpe of promotion. you will prob- 
ably find many profitable ideas. 
Thi- booklet was originally pub- 
lished by us as a promotional tool 
for the use of our own customers 
and prospects. But it has won such 
high praise that we have decided 
te make it generally available at 
the nominal eost of £1.50. Send 
check with coupon below. No 
COD’s. Meney back guaranteed if 
not satisfied. 


MAILOGRAPH COMPANY, INC. 
39 Water Street New York 4, WN. Y. 
Direct Mail Advertising Since 1920 








Mr. A. Kates, Pres. 
Mailograph Company, Inc. 
L ss Water St., New York 4, N. Y. 
Enclosed is $1.50 for How to Get 
"Sheads for Your Sales Force." I under- 
tand my money will be promptly re- 
funded if I am not satisfied 
I Individual 
j Firm 
I street 


tity 


ss 


The Commercial and Financial Chronicle . . 





Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





Area Resources — Booklet on the Utah-Idaho-Wyoming-Colo- 
rado area—Utah Power & Light Co., Dept. K, P. O. Box 899, 
Salt Lake City 10, Utah. 

Beneficiaries of EPT Elimination—List of several companies 
which sould benefit—Ira Haupt & Co., 111 Broadway, New 
York 6, N. Y. 


Dividend Increases—Selected list of candidates for possible 
increases — Sutro Bros. & Co., 120 Broadway, New York 
5, N. Y. 


Graphic Stocks — March issue containing over 1001 charts 
showing monthly highs, lows, earnings, dividends, capitaliza- 
tions, volume on virtually every active stock on New York 
and ‘Ameri ican Stock Exchanges for 12 years to March 1, 
1954: includes up-to-date earnings reports and 14 new charts 
—single copy, $10; yearly (6 revised issues), $50—F. W. 
Stephens, 15 William Street, New York 5, N. Y. 


How to Get Leads for Your Sales Force—25-page booklet 
on promotional work—$1.50 per copy—Mailograph Com- 
pany, Inc., Mr. A. Kates, Pres., 39 Water Street, New York 
a, &, FZ 

Investment Opportunities in Japan—Circular—Yamaichi Secu- 
rities Co., Ltd., 111 Broadway, New York 7, N. Y. 

Liquified Petroleum Gas Industry—Review—Nesbitt, Thomson 
and Company, Ltd., 355 St. James Street, West, Montreal, 
Que., Canada. 

Morgan Stanley & Co. Summary of Financing 1935-1953— 
Morgan Stanley & Co., 2 Wall Street, New York 5, N. Y. 

Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stecks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period — 
National Quotation Bureau, Inc., 46 Front Street, New 
York 4, N. Y. 

Pulp Industry in Japan—Analysis in current issue of Nomura’s 
Investors Beacon—Nomura Securities Co., Ltd., 61 Broadway, 
New York 6, N. Y. Also in the same issue are analyses of 
the Electric Wire and Cable Industry and Spinning Industry 
and discussions of Investment Trusts in Japanese Economy 
and current foreign trade. 

* * id . 

Aerovox Corp.—Analysis—Amott, Baker & Co., Incorporated, 
150 Broadway, New York 38, N. Y. Also available is the 
March issue of the Amott-Baker Real Estate Bond & Steck 
Averages. 

American Investment Company of Illinois—Detailed annual 
report — American Investment Company of Illinois, 1112 
Ambassador Building, St. Louis 1, Mo. 

American Marietta Company—Brochure—Wm. J. Mericka & 
Co., Inc., Union Commerce Building, Cleveland 14, Ohio. 
American Radiator & Standard Sanitary Corp.—Report—East- 

man, Dillon & Co., 15 Broad Street, New York 5, N. Y. 

Bettinger Corporation—Analysis—Hecker & Co., Broad and 
Arch Streets, Philadelphia 7, Pa. 

Chicage Corp.—Bulletin—Cohu & Co., 
York 5, N. Y. 

Christiana Securities Co.—Bulletin—Laird, Bissell & Meeds, 
120 Broadway, New York 5, N. Y. 

Consolidated Industries, Inc.—Memorandum—wWilliam A. Ful- 
ler & Co., 209 South La Salle Street, Chicago 4, Ill. 

Dominion Bridge Company, Ltd.—Review—James Richardson 
& Sons, 173 Portage Avenue, East, Winnipeg, Man., Canada 
and Royal Bank Building, Toronto, Ont., Canada. 

Frobisher Limited—Analysis—L. S. Jackson & Company, Ltd., 
132 St. James Street, W., Montreal, Que., Canada. 

Frobisher Ltd. — Memorandum — Aetna Securities Corp., 111 
Broadway, New York 6, N. Y. 

General Precision Equipment—Bulletin—Gerstley, Sunstein & 
Co., 121 South Broad Street, Philadelphia 7, Pa. 


1 Wall Street, New 


Gulf Cities Gas Corporation—Analysis—Eisele & King, Libaire, 
Stout & Co., 50 Broadway, New York 4, N. Y. 


Henderson, Ky. School Building Revenue Bonds—Circular— 
Stein Bros. & Boyce, Starks Building Arcade, Louisville 
2, Ky. 


Hoffman Radio Cerporatien—Analysis in the current issue of 
“Gleanings” —Francis I. du Pont & Co., 1 Wall Street, New 
York 5, N. Y. Also in the same issue is a list of 40 selected 
Popular Priced Stecks. Also available is a list of campanies 
in line to profit by the Excise Tax cuts. 

Home Improvement Financing Cerporatieon—Card Memoran- 
dum—George A. Searight, 115 Broadway, New York 6, N. we 

Indianapolis Power & Light Co.—Memorandum—Josephthak 
& Co., 120 Broadway, New York 5, N. Y. 

International Cellucetton Preducts Company—Analysis—Burn- 
ham and Company, 15 Broad Street, New York 5, N. Y. 

Lane-Wells Company—1953 annual report—Lane-Wells Com- 
pany, 5610 South Soto Street, Los Angeles 54, Calif. 

Lehn & Fink Products Corp.—Memorandum—Public Relations 
Management Corp., 122 East 42nd Street, New York 17, N. Y. 

P. Lorillard Company—Annual report (illustrated)—P. Lor- 
illard Company, 119 West 40th Street, New York 18, N. ¥. 

Metal & Thermit Corporation—Bulletin—New York Hanseatic 
Corporation, 120 Broadway, New York 5, N. Y. 

Mexican Gulf Sulphur Co.—Memorandum—H. Hentz & Co., 60 
Beaver Street, New York 4, N. Y. Also available is an 
analysis of Bates Manufacturing Company and of “Inter- 
national” shares. 

Mitsubishi Shoji—Data in Current issue of “Weekly Stock Bul- 
letin”—Nikko Securities Co., Ltd., 4, 1-chome, Marunouchi, 
Chiyoda-ku, Tokyo, Japan. 

National Distillers Products Corporation — Analysis — A. M. 
Kidder & Co., 1 Wall Street, New York 5, N. Y. 

Northern States Power Company—Analysis—Blyth & Co., Inc., 
14 Wall Street, New York 5, N. Y. 

Public Service Co. of New Hampshire—Analysis—Ira Haupt 
& Co., 111 Broadway, New York 6, N. Y. 

RKO Theatres Corporation — Analysis — Bruns, Nordeman & 
Co., 60 Beaver Street, New York 4, N. Y. 

Riverside Cement Company—Analysis—Ask for report T-31— 
Lerner & Co., 10 Post Office Square, Boston 9, Mass. 

Solar Aircraft Co.—Review—John H. Lewis & Co., 63 Wall 
Street, New York 5, N. Y. 

Southern Pacific Company—Bulletin (No. 156)—Smith Barney 
& Co., 14 Wall Street, New York 5, N. Y. Also available 
is a bulletin (No. 157) on Chicage, Milwaukee, St. Paul & 
Pacific. 

Standard Sulphur Co.—Analysis—F. L. Rossmann & Co., 120 
Broadway, New York 5, N. Y. 

Stylon Corporation — Report — McCoy & Willard, 30 Federal 
Street, Boston 10, Mass. 


. Thursday, March 18, 1954 





t 


SECURITY TRADERS ASSOCIATION OF NEW YORK 


Security Traders Association of New York, Inc., 
League standing as of March 11, 1954 is as follows: 


Team: 


Bowling 


Manson (Capt.), Jacobs, Topol, Weissman, H. Frankel 
Donadio (Capt.), Craig, Gronick, Bies, Demaye 
Serlen (Capt.), Rogers, Gold, Krumholz, Gersten 
Leone (Capt.), Bieman, Gannon, Tisch, Greenberg 
Bean (Capt.), Bass, Valentine, Eiger; Bradley 

Burian (Capt.), Gavin, Clemence, Montanye, Whiting 
Kaiser (Capt.), Hunt, ‘Werkmeister, Swenson, Ghegan 
Growney (Capt.), Corby, Siegel, Voccolli, Lienhardt 
Krisam (Capt.), Pollack, Cohen, Smith, Strauss, Define___- 
Klein (Capt.), Fredericks, Murphy, Weseman, Mewing 
Meyer (Capt.), M. Meyer, Frankel, Wechsler, King 
Hunter (Capt.), Brown, Alexander, Farrell, Barker 


200 Point Club 
Julie Bean 
John Demaye _ -—__~_ 203 
Geo. Leone 











———— ——_<— —— ——— ee 


Automation Companies Over-the-Counter 





FOOTE-BURT 
CROSS CO. 


SINGER & Co. 


“ Members: N. Y. Security Dealers Association 


2400 74 Trinity Place, New York 6, N. Y. 376 


TROSTER, 


HA 2- NY 1- 


, ae 





1 Securities 
€o., Zt. 


Member N.A.S.D. 
Broker and Dealer 


Romuri 


Material and Consultation 
on 
Japanese Stocks and Bonds 
without obligation 
61 Broadway, New York 6, N. Y. 


Tel.: BOwling Green 93-0187 
Head Office Tokyo 























5 Point Clab 
Hoy Meyer 
Geo. Leone 
Joe Donadio 


With Siegler Staff 


(Special to Tue Financiat CHaonicis) 

CLEVELAND, Ohio—V. Pauk 
Timko is now associated with 
Edward N. Siegler & Co., Union 
Commerce Building, members of 
the Midwest Stock Exchange. 


W. D. Gradison Adds 


(Special to Tue Frnanciat CHRonicie) 

CINCINNATI, Ohio — Ivan 
Fischer has become associated 
with W. D. Gradison & Co., Dixie 
Terminal Building, members of 
the New York and Cincinnati 
Stock Exchanges. 
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Too Much Talk About a 


Depression! 


By ALAN W. BOWEKS* 
Senior Vice-President, Trenton Trust Co., Trenton, N. J. 


After itemizing unfavorable developments in present economic 
situation, New Jersey banker calls attention to offsetting fac- 
tors, among which are prospects of reduced taxes; a fairly 
stable price level; large holdings of liquid assets by con- 
sumers; free markets, and heavy spending by Federal, State 
and local governments. Sees further long-term developments 
that will maintain present high level of the national economy, 
and concludes we can make 1954 “a good year.” 


The headlines are screaming the 
words recession, depression, bust, 
slump, slide, adjustment and other 
terms in newspapers, on the tele- 
vision and radio. There are many 
conflicting views from one ex- 
treme to the other. As an illus- 
tration, Mr. Harlow H. Curtice, 
President of General Motors, 
states that General Motors bets $1 
billion that there will be no 
slump. On the other hand, Colin 
Clark of Oxford University in 
England, recently stated that the 
United States was on the brink of 
a disaster. 

I would like to point out that 
Mr. John J. McCloy, Chairman of 
the Board of the Chase National 
Bank, recently stated that there 
is too much talk about a depres- 
sion and we should all work 
toward making it a good year, in- 
stead of talking about what kind 
of a year it will be. 

So 
forecast, let us all look at the 
facts and form our Own conclu- 
sions as to our destination. In 
order to evaluate properly the 
present economic status and have 
a proper perspective, we must 
look at all factors—both favorable 
and unfavorable. 


Unfavorable Items 
Let us look at the unfavorable 
items: 
(1) Shorter work week and 
elimination of overtime. ® 


(2) Deficit of the U. S. Treas- 
ury for the fiscal ye4r. 


(3) Mounting debt of the U. S. 
Government and contingent lia- 
bilities. 

(4) Extensive defense cuts. 

(5) Decline in farm prices. 


(6) Automobile over-produc- 
tion. ; 


(7) Inventory accumulatign, 
and decline in retail sales. 


(8) Smaller increase in volume 
of consumer credit and liquidation 
of indebtedness. 


(9) Rising unemployment. 

(10) Steel output down to 70% 
of capacity. 

(11) Reduction in new starts in 
home construction. 


If there were no other offsetting 
factors, this would all present a 
very dismal outlook and perhaps 
Colin Clark would be right in his 
predictions. 


The Other Side of the Picture 


However, let us look at the 
other side of the picture: 


(1) With the elimination of 
overtime and aé shorter work 
week, employees will have more 
4ime for leisure and more time to 
spend their income with a higher 
standard of living. 


(2) While the deficit is sizable, 
nevertheless, the original esti- 
mates have been reduced by some 
S3 to $4 billion, and the prospects 
Jook for a balanced budget by 
1956. 


*An address by Mr. Bowers at the 
Sith Annual Northeastern Mid-Atlantic 
Consumer Credit and Collection Confer- 
ence, a unit of the National Retail Credit 
Association, Atlantic City, N. J.. March 
6, 1954. 





(3) While we all admit that the 
U. S. debt is high, totaling ap- 
proximately $275 billion, we must 
not lose sight of the total national 
income of our people, which to- 
taled approximately $308 billion 
last year. It would be unthinkable 
to consider that all of this income 
would go for taxes toward paying 
the debt off. However, when we 
speak of large amounts of debt, 
we must consider other large 
amounts in comparison. Also, the 
$275 billion have not been dissi- 
pated, but are represented by 


huge dams, Federal buildings, 
roads, bridges, and natural re- 
sources. 


(4) I think that we are all 
happy to see cuts in defense ex- 
penditures and if they were elimi- 
nated entirely, it would only rep- 
resent 14% of our total produc- 
tion. However, we must spend for 
defense, and it appears that the 
amount 1954 will be approxi- 
mately $60 billion, which may be 
more than was spent in 1953. 

(5) While farmers are having a 
tough time, undoubtedly, Santa 
Claus will come to their rescue 


instead of attempting to‘before the next November elec- 


tion, since farmers do vote. 

(6) Signs point to a reduction 
in inventories and the encourag- 
ing aspect of manufacturers, who 
are cooperating with retailers in 
an effort to stimulate sales by 
providing displays, demonstra- 
tions, national advertising, and 
better quality products. 

(7) There is a slackening of 
consumer credit and debts are 
being liquidated. This, in my 
opinion, is a splendid compliment 
to the American people, who 


_realize that they cannot continu- 


ally pile debt upon debt, without 
eventually getting into difficulty. 
Without any restrictions from the 
government, manufacturers, 
banks, or retailers, they have 
voluntarily assumed a reduction 
program that will establish a firm 
b4se from which to build new 
horizons. 

(8) Small payments under the 
unemployment security plan will 
serve as a cushion for unemploy- 
ment. \ 

(9) For the first time since 
1941, we have been free of actual 
fighting and casualties, and are 
enjoying partial peace in Korea. 

(10) The Administration is ex- 
erting great effort to reduce taxes 
to both individuals and corpora- 
tions. 

(11) For the past 12 months, 
we have had a fairly stable price 
level. 

(12) At the present time, there 
are $165 billion of personal hold- 
ings of liquid assets, which in- 
cludes U. S. Savings Bonds, cash 
in banks, currency in pockets, and 
deposits in Savings & Loan Asso- 
ciations. A recent report revealed 
that 77/10% of disposal income 
was saved by individuals in the 


fourth quarter of 1953, which 
compares with 3.6% set aside in 
the year 1949 and 5.6% for the 


year 1948. This represents over 
$1,100 of liquid assets for every 
man, woman, and child in the 
United States. 

(13) For the first time in 20 
years, we have free markets— 
free of price controls and govern- 
ment controls. 

(14) Expenditures for 1954 by 
Federal, State, and Local Govern- 


ments, are estimated to approxi- 
mate $90 billion. It is estimated 
that $7 billion will be spent for 
roads alone and other large 


amounts for schools, bridges, sew- 
ers, and water facilities. 


(15) The Public Utilities are 
also planning large expenditures 
for expansion of their facilities. 


Long-Term Favorable Factors 


All of the above favorable fac- 
tors are related to the short-term. 
However, from a broader outlook, 
let us review some of the long- 
term favorable factors. 


It is estimated that the produc- 
tion of electrical energy will 
double within the next 10 years 
and this should increase a demand 
for all electrical products. You 
may say that there is a saturation 
at the present time of these items, 
but I recently saw the January, 
1954, figures which revealed that: 
only 3% of the Households had 
Dishwashers; 3% Air Condition- 
ers; 4% Garbage Disposals; 5% 
Clothes Dryers; 30% Hot Pads; 
31% Mixers (Electric); 60% Vac- 
uum Cleaners; and 63% Tele- 
visions. 


It is also reported that 50% of 


all of our homes are 30 years old 
and over. 


I think that you will agree with 
me that the human wants are 
never completely satisfied. The 
public is always looking for new 
and better products. The best as- 
set of American business is the 
responsiveness of the American 
people who are quick to try new 
products and are curiously look- 
ing for more exciting, more con- 
venient, more attractive, and more 
enjoyable products. I could spend 
all morning discussing the possi- 
bilities of electronics and the ex- 
citing way in which they will give 
us a higher standard of living. 

Our population is growing at 
the rate of 2% million per year 
and in two decades, the increase 
of population in this country will 
represent as many people as the 
entire present population of the 
French Nation. Just imagine the 
requirements for clothing, hous- 
ing, feeding, and educating our 
own people. 

I think that we will have to 
admit that we will all have to 


do more aggressive merchandis- 


ing, study our cost and expenses, 
Control our inventories, and 
eliminate inefficiency, if we ex- 
pect the public to buy our 
products. 


A Cooperative Federal Reserve 
And Treasury 


If our present decline gains 
momentum, we are assured that 
the Federal Reserve and the U. S. 
Treasury are cooperating as never 
before to promote good economics. 
The theory seems to be too much 
and too soon, instead of too little 
and too late. There is no doubt 
that the greatest change in the 
fiscal policy in the United States 
took place last year with the de- 
termination of the authorities to 
manage the debt and promote fis- 
cal policies that would be favor- 
able to business and industry. The 
present policies of the authorities 
can be compared to a three-legged 
stool which the expert watch 
maker uses in his shop while he 
works on precision instruments. 
The three legs consist of fiscal 
policy, debt management and 
credit management. The authori- 
ties displayed rare courage and 
foresight last Spring when they 
raised the rediscount rate and 
issued a long-term 3%% bond 
that caused money to become 
scarce and burst the bubble on the 
boom. 

Subsequently, the authorities 
reversed their position in order 
to prove that their monetary sys- 
tem was flexible by reducing the 
reserve requirements, and at the 
same time purchasing government 
securities. This evidenced proof 
that the Treasury, working with 
the Federal Reserve, can keep the 
three-legged stool, as illustrated 
above, practical and workable. 

Let us, therefore, remember the 
words of Mr. McCloy, and make 
1954 a good year. 


Rejoins Kerr & Bell 
LOS ANGELES, Calif. — Law- 
rence F. Rossiter has rejoined the 
staff of Kerr & Bell, 210 West 
Seventh Street, members of the 
Los Angeles Stock Exchange. Mr. 
Rossiter for a number of years has 

been with Dean Witter & Co. 
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Twin City Bond Club 
Annual Field Day 


MINNEAPOLIS, Minn. — Tne 
Twin City Bond Club will hold 
its annual field day and golf 
tournament on Taursday, Juac 17 
at the White Bear Yacht Club, 
The event will be preceded on 
June 16 by a cocktail party to be 
held at the Hotel Nicollet. 


Plans Business History 


Institute in Pittsburgh 


PITTSBURGH, Pa.—The Lin- 
coln Educational Foundation, Inc. 
is planning to establish a Business 
History Institute in Pittsburgh as 
part of its program for study of 
the contribution made by busi- 
ness and industry to the growth 
and progress of America. 

Members of the committee con- 
sidering the establishment of the 
institute are Dr. John W. Oliver, 
head of the Department of His- 
tory of the University of Pitts- 
burgh; Dr. E. R. Weidlein, Presi- 
dent of Mellon Institute and Wil- 
liam K. Whiteford, President of 
Gulf Oil Corp. 

The Foundation in addition to 
the Institute is also planning to 
prepare a textbook on American 
business history and to promote 
endowments of chairs of business 
history in colleges and universi- 
ties. 


Joins First California 


(Special to THe FINANCIAL CHRONICLE) 


SAN FRANCISCO, Calif.— 
Wendell A. Hutchinson has be- 
come connected with First Cali- 
fornia Company, 300 Montgomery 
Street. He was formerly with 
Frank Knowlton & Co. 


Joins Newhard, Cook 


(Special to Tue FINANCIAL CHRONICLE) 
BELLEVILLE, Ilil.—Mrs. Laura 
Le Tourneau is now associated 
with Newhard, Cook & Co, First 
National Bank Building. Mrs. Le 
Tourneau was previously with 
Fusz-Schmeizle & Co. 
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Dated March 1, 195} 


GLORE, FORGAN & CO. 
W.E. HUTTON & CO. 

PAINE, WEBBER, JACKSON & CURTIS 
WOOD, STRUTHERS & CO. 


This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these Bonds. 
The offer is made only by the Prospectus. 


$17,000,000 


Alabama Power Company 
First Mortgage Bonds, 3% Series due 1984 


Interest payable March 1 and September lin New York City 


Price 101.467% and Accrued Interest 


Copies of the Prospectus may be obtained from only such of the undersigned as 
may legally offer these Bonds in compliance with the 
securities laws of the respective States. 


MORGAN STANLEY & CO. 
CLARK, DODGE & CO. 


Due March 1, 198) 


LAURENCE M. MARKS & CO. 
R. W. PRESSPRICH & CO. 


ESTABROOK & CO. 


COURTS & CO. 
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‘The Stock Market 


and Employment 


By ROGER W. BABSON 


Mr. Babson, in pointing out discrepancies in stock market 
averages, explains Dow-Jones averages, and warns it is unfair 
to act on these averages. Holds, because the Industrial Group 
is made up of top big-company stocks, these stocks are boosted 


- above the true market average. 


Centends, although Dow-Jones 


average may be wrong, it is a fair barometer of general busi- 

ness, but does not necessarily represent employment condi- 

tions. Concludes employment managers make big mistake by 
firing people now. 


There are about 1,500 stocks 
listed on the New York Stock Ex- 
change. Of these 1,500, only 65 
are taken to prepare the 
Dow-Jones 
Averages, 
so-called. 
Furthermore, 
these are 
divided into 
three groups: 
1) The In- 
dustrial Group 
containing 30 
stocks; (2) 
The Railroad 
Group con- 
taining 20 
stocks; and 
(3) The Util- 
ities Group 
containing 
15 stocks. 

As a practical matter, most in- 
vestors do not bother with the 
second and third groups. They 
look at only the Industrial Group. 
When the Industrial Group of 30 
stocks goes up, they think the 
entire market of 1,500 stocks goes 
up. When this Industrial Group 
goes down, they think all the 
1,500 have gone down. Hence, the 
newspaper headlines reporting tne 
market at its “25-year high,” really 
apply only to the Industrial Group 
of 30 stocks—not to the real aver- 
age of the entire market—or prob- 
ably not to the stocks which you 
own. 


Is the Dow-Jones Barometer Fair? 


I answer this very frankly by 
replying that it is unfair to act 
on these averages, The truth is: 
(1) that this Industrial Group is 
made up of the top big-company 
stocks; (2) that banks and trustees 
—perhaps partly to protect them- 
selves against later suits—prefer 
to buy, for trusts and pension 
funds, the stocks of these top 
companies; (3) that this con- 
centrated buying, with little sell- 
ing, sends these 30 stocks up 
above the true market average; 
and (4) that the buying of Mutual 
Funds is a great factor in boosting 
the Dow Industrial Average. 

Let me say something about 
these Mutual Funds. They are 
worthy of careful consideration 
for small investors. They give 


Roger W. Babson 


wide diversification and honest 
management. These Funds are 
being sold to day by thousands of 
salesmen who get a commission of 
about 5%. When you buy the 
stock of a Mutual Fund, your 
money is probably used to buy the 
stocks of top industrials. Hence, 
thousands of salesmen are on the 
road indirectly selling the stocks 
of these 30 Industrials, for which 
selling they get 5% — while the 
rest of the 1,500 stocks are 
neglected, for the selling of which 
they would get only th of 1%. 


Stock Market and Employment 


It is unjust to say that the stock 
market should be a fair barom- 
eter of general business, which 
determines your employment. The 
stock market as a whole does 
represent the composite opinion 
of the business leaders of the na- 
tion. Although this composite 
opinion may be wrong, it is 
worthy of careful consideration by 
every reader of this newspaper. 


But the Dow-Jones Industrial 
Average does not necessarily 
represent the opinion of leading 
businessmen as to employment 
conditions. Hence, it may be very 
unfair to you for any manufac- 
turer, or his employment man- 
ager, to base his opinions and 
hence his “firing and hiring” pro- 
gram on the Dow-Jones Average. 
Manufacturers should study the 
average prices of all the 1,500 
stocks, properly adjusted as to 
volume, and not depend solely on 
what 30 stocks indicate. 


What Is the Present Out'ook? 


The truth is that the stock 
market is very confusing to any 
honest employment manager to- 
day. The Dow-Jones Industrial 
Average indicates one thing: while 
the entire stock market indicates 
an opposite thing. Certain good 
stocks are now abnormally high; 
while other good stocks are ab- 
normally low. Before you are 
fired by any employment man- 
ager, he should study other fac- 
tors, rather than look solely at the 
steck market. 


General busimess fell off during 


January and February, 1954, com- 
pared with 1953; but the stock 





Rapidly Growing Ceramic 
with Bright Profit Outlook 


Tile Industry 


Now available — Annual Statement of 


STYLON CORPORATION 


(Milford, Mass., and Florence, Ala.) 


A quarter of 1953 is the notable 


to stockholders dated February 26, 


sharp upturn in consolidated net income and sales for the last 


feature of President Mass’s report 
1954, for the calendar year 1953. 


This substantial improvement in opertine results is most gratifying 


to the Company's management as 


an indication that the previous two 


years’ difficult problems arising from the major expansion of facilities, 
personnel and output have been successfully solved. With both Milford 


and Florence plants expected to 
the Company's management 


I is leoking forward with 
dence to increasingly profitable returns for the coming year. 


We recommend Stylon Corporation Common Stock for purchys-« 
eurrent market. Recent price approximately 8714 cents per share. 


be in full operation this Spring, 
conh- 


> at 


Write, call or phone for the Annual Report in- 
cluding the President’s message to stockholders. 


McCoy & WILLARD 


Investment 
38 Federal Street, Boston, Mass. 


Securities 
Tel. HUbbard 2-3190 
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market did not forecast this. Some 
stocks went up; while others*went 


down. Many. stock prices~ have © 


changed very little in the past six 
months or even longer. Hence, we 
all should watch carefully the 
business of March and April with- 
out reference to the stoc« market. 
Certainly — except for customary 
seasonal reasons —I forecast that 
employment managers will be 
making a big mistake by firing 
people at this time. 


COMING 
EVENTS 


In Investment Field 








Mar. 31-April 1, 1954 (Chicago, 
Ill.) 


Central States Group Invest- 
ment Bankers Association of 
America, 18th annual conference 
at the Drake. 


Apr. 12-16, 1954 (Philadelphia, 
Pa.) 

Institute of Investment Bank- 
ing second annual session at the 
University of Pennsylvania (spon- 
sored by the Investment Bankers 
Association of America and the 
Wharton School of Finance and 
Commerce. 


Apr. 29, 1954 (New York City) 
Association of Customers Brok- 


ers anniversary dinner at the 
Hotel Roosevelt. 


Apr. 29-30, 1954 (St. Louis, Mo.) 


St. Louis Municipal Dealers 
Group annual outing. 


May 7, 1954 (New York City) 


Security Traders Association of 
New York annual dinner at the 
Waldorf-Astoria. 


May 9-11, 1954 (Dallas, Tex.) 
Texas Group Investment Bank- 


ers Association 19th Annual Meet- 
ing. 


May 12-14, 1954 (Boston, Mass.) 
Board of Governors of Associa- 


tion of Stock Exchange Firms 
meeting. 


May 16-20, 1954 (Chicago, IIL.) 
National Federation of Finan- 


cial Analysts Societies Conven- 
tion at the Palmer House. 


tune 9-12, 1954 (Canada) 


Investment Dealers’ Assoctatior 
»f Canada Annual Convention a‘ 
Jasper Park Lodge. 


June 11, 1954 (New York City) 


Municipal Bond Club of New 
York 2lst annual outing at West- 
chester Country Club and Beach 
Club, Rye, N.Y. 


June 16-17, 1954 (Minneapelis, 
Minn.) 


Twin City Bond Club annual 
picnic cocktail party, Hotel Nicol- 
let June 16; field day and golf 
tournament, White Bear Yacht 
Club, June 17. 


Sept. 22-26, 1954 (Atlantic City) 
National Security Traders Asso- 


ciation Annual Convention at the 
Hotel Claridge. 


Sept. 23-25, 1954 (Minneapolis 
Minn.) 


Board of Governors of Associa- 
tion of Stock Exchange Firms 
meeting. 


At their annual meeting late in 
March the stockholders of New 
Britain Mach.ne Company will 
vote On a proposal to cnange the 
par value or tne common stock 
from no par to $iU0 par and tv 
issue two shares of new stocx ior 
each present snares. There are 
presently outsiaacing 209,351 
shares. 

% x: % 

Stockholders of Ha thord F re 
in_.u.ance Company Nive vuied to 
authorize payii.emt or a 25. stock 
dividend to hoiders oi: record 
March 26, payable April 23. The 
present 1,600,09 $10 par shaves 
will be increased to 2,000.000 
shares. Directors have announcea 
their intention to continue cas’ 
dividends at the previous rate of 
$3.00 a share. 


The Collins Company has re- 
cently purchased the Henry 
Cheney Hammer Corporation ot 
Little Falls, New York, maker of 
a complete line of hammers, in- 
cluding nail holding hammers. 
The acquisition rounds out Col- 
lins’ line of axes, hatches, ham- 
mers, logging tools and machets. 
Operations will continue at Little 
Falls until plans can be completed 
for moving to the Collinsville 
plant. 


Earnings of The Seuthern New 
Ergiand Telephone Company for 
the year 1953 were equal to $2.01 
per share against $2.08 in 1952, 
both based on the average num- 
ber of shares outstanding. Results 
for 1954 should benefit from the 
rate increase authorized by the 
Connecticut Public Utilities Com- 
mission in August. During 1953 
the last exchange in the Com- 
pany’s system was converted from 
manual to dial operation, thereby 
completing a program inaugu- 
rated in 1922. 


The annual report of Associated 
Spring Corporation indicates that 
sales increased from $40,700,000 in 
1952 to $51,300,000 in 1953. Fed- 
eral income and excess profits 
taxes for 1953 were at a 69% rate 
and were equal to $6.39 a share. 
Net after taxes was $2.80 against 
$2.54 a share the previous year. 
Fians for the coming year inciudae 
additions to and mouernization o: 
the plant of the Raymond Manu- 
facturing Company Divisicn in 
Corry, Pa. and the construction ot 
a small plant in Syracuse, N. Y.. 
to provide serv ce for customers 
in the central New York indus- 
trial area. 


American Hardware Corperation 
has discontinued production of 
grey iron castings because of the 
trend away from its use in the 
production of builders hardware. 
Most of the emplovees affected 
will be transferred to provide in- 
creased preduction of aluminum, 
brass and bronze castings. 


* 


Brdgeport Brass Cempr2ny is 
purchasing the State Armory in 
Bridgeport. The building was "sed 
by the National Guard until Sev- 
tember of 195%. The companv will 
spend about $40.000 on rehabilita- 
tion before occupying. The build- 
ing was purchased under a state 
legislative act of 1949 which gave 
the company an option to pur- 
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chase if and when it was declared 
surplus. 


Plax Corporation, which is 
jointty owned by Emharit Manu- 
facturing Company and Owens- 
Illinois Glass Company, has 
stopped operations al its leased 
plant in West Hartford. Manufac- 
turing will be concentrated for 
the present time in the plants at 
Stonington, Conn., and Louis- 
vilie, Ky. 


Directors of General Dynamics 
Corvoration and Consoli- 
fated Vu'te> Aireraft Corporation 
have voted to merge the two com- 
panies, subject to stockholders ap- 
proval at meetings to be held 
April 26. Holders of Convair stock 
would receive four-sevenths of a 
share of General Dynamics for 
each share held. Convair would 
continue to operate under its 
present name, but as a part of the 
General Dynamics group. 


Bankers Offer Stock 
Of Calif. Int. Tel. Co. 


Public offering of 300,000 shares 
of common stock of California 
Interstate Telephone Co. at $10.50 
per share is being made today by 
a syndicate, headed by William R. 
Staats & Co.. and including Bate- 
man, Eichler & Co., Crowell, 
Weedon & Co., First California 
Company, Hill Richards & Co., 
Lester, Ryons & Co., and Wal- 
ston & Co. 

California Interstate Telephone 
Co. was inccrporated in California 
on Jan. 21, 1954 for the purpose 
of engaging in the telephone busi- 
ness and acquiring the business 
and assets of Interstate Telegraph 
Co., a Nevada corporation, which 
owns and operates a telephone 
system in portions of eastern Cali- 
fornia and a small adjacent area 
in Nevada. At Dec. 31, 1953 Inter- 
state operated 20 local exchanges 
serving 10.919 telephones. 

The net proceeds from the sale 
of the shares, together with the 
net proceeds to be received by 
the company from the private sale 
to seven institutional investors of 
$4,200,000 aggregate principal 
amount of its first mortgage 
bonds, 444% series due 1979, and 
$1,500,000 aggregate principal 
amount of its 444% -simking fund 
debentures will be used primarily 
to purchase from California Elee- 
tric Power Co., all of the capital 
stock of Inters‘ate to be outstand- 
ing on the date of acquisition. 
Promptly upon acquisition of this 
stock the company expects to 
eanse the dissolution of Interstate 
Telegraph Co. and to acquire all 
of its poverty and asse‘s, subject 
to i‘s liabilities. 


Two With Merrill Lynch 
(Special to Tae Financia, CHRoniIcie) 
CHICAGO. Ill. — Richard H. 
Rish -nd Mi'ton S. Wolken have 
become affiliated with Merrill 
Lync*, Pierre Fenner & Beane, 
Board of Trade Building. 


Charles C. Wright 
Charles C. Wright passed away 
at the age of 66 after a long ill- 
ness. Mr. Wright was a former 
member of the New York Stock 
Exchange. 
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The Longer Range Forces 
In the Stock Market 


By DAVID L. BABSON* 


David L. Babson & Co., 


Investment Counselors 


Boston, Mass. 


Pointing out trying to correlate the trend of industrial activity 
too closely with stock prices has been a costly procedure, Mr. 
Babson finds stock market forecasts have neglected to stress 
great expansion that lies ahead. Decries fear of “another 
1929,” and lists as key factors in favorable long-range pros- 
pects: (1) continued population growth; (2) expansion in re- 
search activities; (3) rising living standard; and (4) changed 
monetary conditions. Forecasts continued economic progress. 


Looking at the stock market 
today, I feel the longer range 
forces are far more important 
than the immediate factors. Try- 
ing to corre- — 
late the trend 
of industrial 
activity too 
closely with 
stock prices 
has beena 
costly proce- 
dure, particu- 
larly in the 
postwar pe- 
riod. Now — 
as has been 
the case for a 
long time — it 
is difficult to 
judge the ef- 
fect of short- 
term business conditions on stock 
prices. 

Too much investment literature 
and investment thought has been 
devoted to the short-range out- 
look, too tittle to individual values 
and to the fundamental forces 
which have been at work. 

My observation is that more 
wonderful opportunities to buy 
the best stocks at bargain prices 
have been lost and more sound 
research and good ideas have 
been ruined by the preoccupation 
of both professionals and indi- 
vidual investors with attempts to 
forecast the immediate future 
than by any other’“single cause. 


Neglect of Expansion That Lies 
Ahead 


Recently I reviewed some fore- 
casts of the earlier postwar pe- 
riod. The amazing point about 
them was not their poor record 
of accuracy but the failure of 
their authors to have the slightest 
conception of the great expansion 
that lay ahead. Some forecasters 
were calling for a depression and 
sharply lower stock prices as 
long ago as 1948. 

- About that time, a British pub- 
lication sent one of its editors 
to the U. S. to find out what 
the average American was think- 
ing about. He toured the Wall 
Streets and Main Streets of the 
country. He spent six months 
over here. He talked with liter- 
ally hundreds of people. 

When he returned to London, 
a big editorial meeting was called 
to hear his report. He was asked 
this question: “As a result of your 
survey, what modern event would 
you say has made the greatest im- 
pression on the average American 
businessman and investor?” What 
was the reporter’s answer? Was 
it Pearl Harbor? No. Was it Hiro- 
shima and the opening of the 
atomic age? No. Was it the era 
of great postwar expansion? No. 
His reply was: “The 1929 stock 
market crash!” 

Investors—including, I’m afraid, 
many of the professionals—have 
been scared to death of “another 
1929” throughout these postwar 
years. Yet during the entire pe- 
riod from 1947 to date stocks have 
sold at, or close, to the lowest 
price in history in relation to ac- 
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*A talk by Mr. Babson at a luncheon 
meeting of the New York Society of Se- 


curity Analysts, New York City, March 
9, 1954. 





cepted appraisal yardsticks such 
as assets, earnings and dividends. 


Price-Earnings Ratios 


Three facts of importance stand 
out in a study of price-earnings 
ratios over the past quarter cen- 
tury: 

(1) At no time has a major 
downturn in the stock market oc- 
curred when the Dow Industrial 
Average has sold at 12 or less 
times its earnings. 


(2) The few periods in which 
the Average has sold at 10 times 
or less its earnings have been 
followed by a substantial rise in 
prices. 


(3) In all periods preceding a 
major decline stecks have sold 
at 16-18 times earnings. If such 
a capitalization of 1953 earnings 
has taken place, the Dow Average 
would have sold between 425 and 
475. 


The highest ratio of prices to 
earnings for the Dow Index since 
1946 has been 12.4 times (in early 
1952). During most of the postwar 
period the ratio has been less than 
10.5 times. At its present level 
the Dow Average is selling at 11 
times its 1953 earnings. 


An investor wrote to me re- 
cently as follows: “I recognize 
that our economy has undergone 
vast changes since prewar days 
and that stock prices ought to be 
higher than they were then. But 
my problem is how much higher 
—-50%, 100%, 200%, or what? 
Like hundreds of others, I sup- 
pose, what I am really trying to 
decide is whether the past three 
years’ range of 260-290 on the 
Dow Average is a high, a medium, 
or a low price zone.” 

This is the real nub of the prob- 
lem facing analysts today. Here 
is One approach to this problem. 
Reduce the 1953 earnings on the 
Dow Average by 20% to allow 
fet the present recession. The 
resulting figure is a little less 
than $22~per share which is lower 
than the earnings of the Average 
for any year since 1947. Twenty- 
two dollars per share is 150% 
higher than the average earnings 
of prewar ’years 1935-1940. 


The mean price of the Dow 
Average in those six prewar years 
was 140. Adjusting this mean 
price by the 150% increase in 
postwar earnings results in a Dow 
median level of 350. Making the 
same catCulations for the average 
high and lows of the six prewar 
years. gives a postwar high of 
415 and low of 285. 


Let me frepeat these figures. 
The adjusted high would be 415, 
the mean 350 and the low 285. 
The above postwar, prewar price 
earnings relationship is more than 
confirmed by all the measures of 
economic change such as gross 
national product (up 350%), dis- 
posable income (up 270%), money 
supply (up 320%), earnings of 
all corporations after taxes (up 
420%), dividend payments (up 
150%), ete. 

In looking beyond the present 
situation, there are four influences 
which are key factors in my 
thinking. These are: 

(1) Continued population 
growth. 

(2) Expansion in research ac- 
tivities. 
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(3) Rising standards of con- 
sumption. 

(4) Changed monetary condi- 
tions. 


None of these are new forces 
but that does not reduce their 
importance. A breakdown of the 
projected population increase by 
age brackets, for instance, con- 
tains many more important impli- 
cations for security analysts than 
the mere fact that population is 
projected to expand by 17 million 
in the next decade. 

While the number of people in 
the productive age groups — be- 
tween 18 and 65—will increase 
only three million or 4%, the 
number of dependents will rise 
14 million or 22%. This projec- 
tion indicates that labor shortages 
and rising wages—not unemploy- 
ment and breadlines—will be the 
key problems in the years ahead. 
In turn this means two things to 
me: 


(a) The. high level of capital 
expenditures for the purpose of 
cutting production costs is likely 
to be accelerated, not curtailed. 

(b) The unions are likely to 
push wages up faster than en- 
gineers and managers can cut 
costs resulting in continued cost- 
of-production inflation and fur- 
ther dollar shrinkage. 

The projected breakdowns also 
indicate that construction is likely 
to average out at mueh.. higher 
levels than . new  antieipated. 
School enrollment, for instance, 
will inerease an incredible 40% 
from 1952 to 1960. 


Expansion in Research Activities 


(2) The second key force in the 
longer-range outlook is the enor- 
mous expansion in research activ- 
ities. Research expenditures were 
eight times as large in 1940 as in 
1920. They are over four times 
as large today as in 1940. Typical 
of the trend, duPont spent $2 mil- 
lion on research in 1920, $7 mil- 
lion in 1939, $16 million in 1945, 
$38 million in 1950, $57 million in 
1953. 


As you know, there is a di- 
rect relationship between this rap- 
idly expanding research work 
and the volume of new products 
and new sales which are gener- 
ated. In the post-war period, re- 
search has created at least 3 ma- 
jor new industries of investment 
interest — petrochemicals, elec- 
tronics and nuclear energy. 


_the 


In the next few years industry 
should receive even greater stim- 
ulus from technological progress. 


(3) The third trend is the ex- 
plosive increase in the standards 
of consumption. In turn, three 
forces are behind this trend: 


(a) The nation’s income is far 
more evenly distributed than ever 
before. In spreading the purchas- 
ing power among the former poor 
and near-poer, a new mass mar- 
ket for American goods has been 
created that not only was un- 
dreamed of a few years ago but 
the significance of which is still 
not fully appreciated by statis- 
ticians and economists. 


(b) The level of the nation’s 
education is advancing rapidly. 
The percentage of high school 
graduates in. our adult popula- 
tion has risen from 7% in 1920, 
to 27% in 1940, to over 40% to- 
day. The standards of consump- 
tion of a population containing 
over 40 million high sehool grad- 
uates, as today, are quite different 
from one with 23 million high 
school graduates as in 1940 or one 
with only 5 million as in 1920. 


(c) Not only do the people have 
the money and the desire to buy 
more goods but they have more 
leisure to consume more goods. 
At the turn of the century, the 
average man labored 10 hours a 
day, six days a week. In 1954, 
less than 8 hours, 5 days per week 
is standard. In another few years 
a 30-hour week is likely to be the 
prevailing policy. The growth of 
the paid vacation has paralleled 
the shortening of the work-week. 


The spreading of income, in-- 


creased education and greater lei- 
sure are difficult factors to mea- 
sure statistically but they are 
among the reasons why the power 
of the post-war economy has been 
so badly misjudged by so many. 


Changed Monetary Conditions 

(4) The fourth and final long- 
range force I want to touch on is 
change in monetary condi- 
tions. Although the control of 
money and credit passed from the 
bankers to the politicians 20 years 
ago, I seriously doubt if most in- 
vestors—and analysts—have ade- 
quately adjusted their investment 
thinking in the light of this pro- 
found change. Since (a) the pub- 
lic will not accept deflation, and 
(b) deflation means the elimina- 
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tion of the political party in 
power, the politicians will always 
vote.to increase the money sup- 
ply and to depreciate the dollar 
whenever the threat of depres- 
sion appears. This trend is being 
confirmed in Washington right 
now. 


Now I am not suggesting that 
these four and similar long-range 
forces guarantee an uninterrupted 
rise in stock prices from year to 
year. Nor that relying solely on 
these trends is the easy answer to 


all investment problems including 
proper selection af individual se- 
curities. 

But emphasis on the funda- 
mental forces and on those com- 
panies making the greatest rela- 
tive progress has certainly pro- 
duced far beter investment results 
over the years than trying to 
forecast the immediate future. 

My feeling has not changed on 
this point since 1947 nor is it dif- 
ferent today. I know of no better 
way to summarize that position 
than to quote from our Staff Let- 
ter to our clients dated December 
8, 1947 (when the Dow Average 


-was 175) as follows: 


“Keep your eye on the ball 
which is the next 10 years, not 
the next 10 days or 10 weeks. ... 
Far from despairing over pres- 
ent day developments, investors 
should be looking forward opti- 
mistically to the most prosperous 
decade they have ever known.” 


Joins Beil & Hough 


(Special to Tue FINaNciAL CHRONICLE) 

ST. PETERSBURG, Fla.— 
Joseph D. Euler has become asso- 
ciated with Biel & Hough, 33 
Fourth Street, members of the 
Midwest Stock Exchange. He was 
previously with Florida Securities 
Company. 


With Johnson, Lane, Space 


(Special to THe Financia CHRONICLE) 
ATLANTA, Ga. — Robert I, 
Martin has joined the staff of 
Johnson, Lane, Space & Co., Inc., 
Citizens & Southern National 
Bank Building. He was previously 
with J. W. Tindall & Co. 
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No Room for Pessimism! 


By HUGO STEINER 


Berkeley -Steiner, Inc. 
Mortgage Financing, New York City 


Calling attention to vast expansion programs in various indus- 
tries, Mr. Steiner points out in spite of present moderate re- 
cession, management is looking beyond the short-term, and is 
aiming for greater productivity at lower unit costs. Say gov- 
ernment, through Federal Reserve and Treasury, is adding 
powerful support to this program by assuring industry ample 
funds for all needs. Looks for a new burst of optimism. 


This observer believes that the 
current readjustment which began 
in May and June of last year will 
before not too long be regarded as 
one of the 
mildest reces- 
sionary phases 
ever witnessed 
in our history. 
Lacking a ma- 
jor stimulus, 
war activity, 
and faced with 
increasing 
competition 
for the first 
time in many 
years, certain 
of our indus- 
tries continue 
to trim inven- 
tories and the 
tendency is still toward moderate 
deflation as compared with the 
vast production in 1953 which 
pushed the gross national product 
figure to $368 billion. One of our 
giant corporations, while recog- 
nizing this intermediate factor, 
has announced that it plans to 
spend $1 billion for capital im- 
provements within the next two 
years. Later this figure was raised 
to $1.5 billion for three years. 
The magnitude of this expansion- 
ary program and its impact upon 
the economy can be appreciated 
when it is realized that this cor- 
poration has spent approximately 
$2 billion in expansion and plant 
improvements since the end of 
World War II—$1 billion more 
than its toughest competitor. 


Hugo Steiner 


At this writing, a third company 
in the same industry has just con- 
cluded negotiations for a $250 mil- 
lion 3°4% note issue with final 
due date, if you please, in 2054. 


Purpose of loan? For “expanding 
and modernizing facilities, and 
improving productivity by includ- 
ing further automation.” The fol- 
lowing figures illustrate the rea- 
son for continued optimism on the 
part of the motor industry: 


Annual! Output Registration 

1946____ 3,071,000 33,946,000 

1948___. 5,232,000 40,557,000 

1950___. 7,944,000 48,600,000 

1952____ 5,350,000 52,044,000 

1953__.. 7,390,000 54,745,000 

(Output figures by Automobile Manu- 

facturers’ Association.) 

Due to the pent-up demand 
created by World War II ban on 
automobile manufacture, the rate 
of production since 1947 has aver- 
aged 6% million units annually. 
A short 15 years ago, only 29 mil- 
lion units were in operation—the 
present figure is 242 times greater 
than the total in the rest of the 
world. Paul G. Hoffman, Chair- 
man of the Studebaker Corp., and 
reputed to be one of President 
Eisenhower's close advisors, pre- 
dicted several days ago that 60 
million cars and trucks will be 
sold in the next decade, with re- 
tail sales exceeding $150 billion. 
Add to this the continuing growth 
of the automotive replacement 
products market, (wholesale value 
of sales in 1940 $553 million, in 
1953 almost $2 billion) ranging 
from batteries and brake linings 
to spark plugs and tires, and it 
becomes quite apparent why opti- 
mism and expansion in the motor 
industry is justified. Our existing 
highways and roads must be 
modernized and further expanded 
to accommodate this incréasing 
load. A roadbuilding and im- 
provement program at the rate of 
$5 billion annually for the next 
i2-15 years would only partially 
relieve our highway problem. 

The air-conditioning industry, 


according to a recent survey, an- 
ticipates a remarkable expansion 
in fully air-conditioned homes in 
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the next five years. Approxi- 
mately 100,000 homes have this 
facility today. Projected estimate 
for 1956 is 360,000 units, for 1958 
about 700,000 units. By 1963, sales, 
including industrial and commer- 
cial installations are expected to 
exceed $5 billion annually. The 
report further notes that in the 
next decade, the nonair-condi- 
tioned home may be considered 
obsolete. Starting this year, one 
company plans to invade the low 
cost housing field (under $10,000). 


New TV Outlets 


In the radio-electronics indus- 
try, the temporary period of in- 
ventory indigestion appears to 
have already been corrected. Price 
reductions have further stimulated 
sales to a point where some dis- 
tributors are presently sold out of 
the more popular televison models. 
Since April, 1952, the Federal 
Communications Commission has 
granted permission for construc- 
tion of more than 500 new out- 
lets, many in areas inadequately 
served or not having any stations 
at all. More permits are being 
granted with each passing month. 
By 1957-58 there may be a total 
of 1,000-1,500 additional outlets 
constructed. 

One prominent electronics offi- 
cial has expressed the strong opin- 
ion that while the trend may level 
off from time to time, the industry 
will grow between 50-75% in 
the next five years. Another out- 
standing company will increase 
its working capital position 75% 
shortly in order to extend credit 
facilities and to serve some 5,300 
independent telephone companies 
throughout the country which sur- 
prisingly cover about two-thirds 
of the nation’s area. Since these 
smaller independents have diffi- 
culty in arranging ample public 
financing, this company will ob- 
tain important equipment business 
by facilitating credit advances. 


Electric Industry Outlook 

Speaking at a dinner meeting in 
New York recently, one of the top 
executives of the electrical equip- 
ment industry advanced the opin- 
ion that this major industry which 
has already had an amazing 
growth in the last ten years, 
“would continue to expand further 
at the astronomical rate of dou- 
bling itself every ten years.” Since 
World War II the electric utilities 
have spent more than $13 billion 
to finance expansion programs in- 
creasing the kw. capacity from 
40 to 73 million at the end of 1953. 
An additional $2.5 billion is to be 
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spent annually through 1956. He 
further ventured the suggestion 
that within five years, substantial 
quantities of electric power would 
be realized from atomic energy as 
a by-product of the production of 
plutonium. This accomplishment 
will undoubtedly open up new 
vistas of exploration and expan- 
sion in fields of endeavor still in 
the laboratory stage. 

The writer has been following 
the Treasury bill rate as a guide 
to the money market. The decline 
in this rate to the 1% level fore- 
shadowed the reduction of the 
Federal Reserve rate from 2% to 
1%4% in early February. In recent 
days the Treasury bill rate has 
eased still further to a seven-year 
low, indicating a long period of 
favorable rates to all segments of 
business. The prime rate (inter- 
est charged the best name borrow- 
ers), presently at 3%% cannot be 
maintained very much longer at 
that level. The conventional mort- 
gage rate on one family homes, 
now 5 in the greater New York 
area and higher in the interior 
sections of the country will soon 
return to the 4%% level prevalent 
a year ago. Alert institutional in- 
vestors, savings banks, and insur- 
ance companies particularly, have 
been purchasing FHA and VA 
mortgages in substantial quanti- 
ties at bargain prices in various 
sections of the country in recent 
months. This has caused a rise 
of several points in their quoted 
prices. The enormously powerful 
influence of the Federal Reserve's 
and Treasury’s cooperative action 
in easing the money market since 
last Spring when a 3%% bond, 
(a relatively high rate) was is- 
sued, and promptly declined to 
98% bid is amply illustrated in 
the accompanying table. 

The triple-barreled effect of 
government bond purchases by the 
Federal Reserve System, about $2 
billion since June, and the re- 
cently ordered reduction in re- 
serve requirements of the 6,800 
member banks of the Federal Re- 
serve System, loosening up an ad- 
ditional $1.2 billion plus the low- 
ering of the Federal rate to 1%4% 
in February have all combined to 
bring about the most dramatic 
price improvement ever witnessed 
in government quotations in such 
a brief period. 


Treasury Cautious 

Evidently political considera- 
tions colored the decision to issue 
$1.5 billion of 3-month tax antici- 
pation bills due to mature June 24. 
At the same time it was stated 
that this decision “postpones con- 
sideration of longer-term financ- 
ing until later in the fiscal year.” 
Note the use of the word “longer- 
term” rather than “long-term.” 
Floating a sizable long-term bond 
for cash might be interpreted as 
deflationary at this phase of the 
business cycle. The authorities are 
being more deliberate and careful 
in funding the huge short maturi- 
ties than they were last year. It 
now appears quite likely that the 
next bond issue will bear a cou- 
pon under 3%. 

Growth of our population con- 


tinues at a merry pace. The pres- 
ent total, including the armed 
forees overseas is 161,500.000, up 
from 150,697,000 in 1950. Project- 
ing a net increment of 2% million 
annually (it was 2.7 million in 
1953) the population in 1960 
should pass the 176 million mark 
and by 1970 be above 200 million. 
Last year the experts were con- 
founded when a new record for 
births was noted—just under four 
million. This was the seventh suc- 
cessive year in which new arrivals 
exceeded 312 million. The num- 
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ber of babies born in the last ten 
years has exceeded the extraordi- 
nary total of 35 million. Schoel 
budgeteers and planners are hav- 
ing a difficult time attempting to 
to keep pace with the problems 
arising from this amazing growth 
in the youthful population since 
the end of World War II. 

Another item, our longevity 
record, is contributing heavily to 
our population gain. The average 
lifetime of the American people 
is now 68.5 years, representing a 
gain of 21 years since 1900. The 
white man who celebrates his 65th 
birthday has a fifty-fifty chance 
of living another 10-12 years. 
The record for women is even 
better. Her chances are equally 
as favorable for attaining the ripe 
age of 80. Obviously, such a rap— 
idly expanding population pro- 
duces a’ need not only for baby 
buggies and schools but for all 
other goods and services in ever 
increasing measure. 


Expansion Programs Continue 


Despite present hesitation due 
primarily to inventory shake— 
down to a peace pattern, manage- 
ment is looking beyond the short 
term and is undertaking large 
modernization and expansion pro- 
grams for greater productivity at 
lower unit costs. The govern- 
ment, through its agencies, the 
Federal Reserve and Treasury, is 
adding powerful support to this 
program by providing assurance 
of the availability to business and 
other markets of ample funds for 
all needs. Obsolescence of exist- 
ing facilities is creating a tre- 
mendous replacement market—a 
large percentage of our automo- 
biles are more than 10 years old. 
Large scale slum clearance pro- 
jects will be undertaken as soon 
as permissive legislation is en- 
acted. President Eisenhower has 
also requested Congress to con- 
tinue the present low-cost hous- 
ing program for four years to pro- 
vide for the construction of 140,- 
000 more units. 


While some further time is re- 
quired to correct the swollen in- 
ventory situation created by ab— 
normal activity of the recent past, 
the daily demands of a rapidly 
expanding population for all types 
of goods and services will prevent 
a serious inventory recession. 


Savings banks deposits continue 
at a high level. In New York 
State alone during 1953 this figure 
expanded by $1 billion to an all- 
time high of $14.1 billion. New 
life insurance written last year 
broke all records. The buying 
power of the public continues to 
be large. 


All this indicates that the ele- 
ments of high prosperity are pres— 
ent. As the minor downtrend 
continues to level off, uncertainty 
and hesitation will give way toa 
new burst of optimism. Under the 
guidance of a sound business 
man’s administration, the business 
men of America have nothing to 
fear. There is no room for pes- 
simism. 
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Industrial Relations in 
The United States 


By SUMNER H. SLICHTER* 
Lamont University Professor, Harvard University 


Predicting industrial relations are likely to remain stable for 
some time to come, Dr. Slichter discusses basic settlements 
which support this view, and, in addition, examines some im- 
portant unsettled issues in American industrial relations, 
which, he claims will only superficially disturb recent settle- 


ments. Lists among unsettled 


industrial relations problems: 


(1) State-Federal relations; (2) organizational picketing and 


boycotts; (3) the closed shop; 


(4) union rivalry; (5) protec- 


tion of neutrals in labor disputes; (6) supervision of union 
welfare funds; and (7) labor-stoppages that create national 
emergencies. 


I 
Introduction 


There have been few times in 
the history of the United States 
when industrial relations have 
been more stable than they are 
today. Fur- 
thermore, 
they are like- 
ly to remain 
stable for 
some time to 
come. During 
the last 20 
years or less 
a number of 
basic issues in 
the field of 
industrial re- 
lations have 
been settled. 
These _ settle- 
ments of 
fundamental 
issues determine in considerable 
measure the nature of our indus- 
trial relations. Since the settle- 
ments appear to be lasting, the 
basic nature of our system of in- 
dustrial relations is clearer and 
more firmly established than at 
any time in the history of the 
country. 


In these remarks I wish to do 
three principal things. In the first 
place, I wish to examine briefly 
the basic settlements that have 
given our industrial relations a 
substantial amount of stability 
and certainty; in the second place, 
I wish to show the effect of these 
decisions on the nature of our in- 
dustrial relations; in the third 
place, I wish to examine a few of 
the important unsettled issues in 
American industrial relations. Al- 
though none of these unsettled is- 
sues possesses fie basic impor- 
tance of the great questions that 
have been settled during the last 
20 years, some of them are highly 
important, and the fact that they 
remain to be settled creates a 
considerable amount of uncer- 
tainty about specific aspects of in- 
dastrial relations. Indeed, there 
are probably stormy days ahead, 
especially over labor issues in the 
political field. But battles over 
the unsettled issues will not dis- 
turb, except superficially, the re- 
cent settlements of fundamental 
issues. 





Sumner H. Slichter 


Basic Issues That Have Been 
Settled 


The basic issues that have been 
settled during the last 20 years 
and that give an underlying sta- 
bility to our industrial relations 
are four in number: (1) the ques- 
tion of whether trade unions and 
collective bargaining will be the 
usual way of fixing the terms of 
employment in American indus- 
try; (2) the division of authority 
between the Federal Government 
and the States.in the field of in- 
custrial relations; (3) the ques- 
tions of whether the country will 
have a social security system and 
what kind of system the country 
will have: and (4) the question 
of basic public policy toward the 
rights and obligations of unions 





*An address by Dr. Slichter before the 
Associated Industries of Cleveland, Cleve- 
land, Ohio, Merch 12, 1954. 


and employers. There are, of 
course, many specific aspects of 
these four basic issues that are still 
matters of controversy and that 
will preduce fierce disputes be- 
fore they are ultimately settled. 
Many of these subsidiary issues 
are quite important. Nevertheless, 
the basic issues that determine 
the essential nature of industrial 
relations have been settled, and 
until new basic issues arise, in- 
dustrial relations here will re- 
main stable in the sense that there 
is no uncertainty about the frame- 
work within which they will be 
conducted. 
Ill 


Settlements That Give Industrial 

Relations Present Stability 

Let us look briefly at the four 
basic settlements that give indus- 
trial relations their present sta- 
bility. The first basic issue that 
has been recently settled has been 
the question of whether trade 
unions are to be pretty generally 
accepted in American industry 
and whether collective bargaining 
is to be the usual way of working 
out the terms of the employment 
contract. American employers 
were traditionally strongly op- 
posed to unions, and they resorted 
to drastic measures to stamp out 
unionism wherever it appeared. 
As a result, unions were able to 
grow up only in certain parts of 
industry, such as_ railroading, 
building construction, mining, and 
a few-scattered manufa¢turing in- 
dustries where conditions were 
unusually favorable for organiza- 
tion. Even as late as 1929, less 
than one out of ten of the em- 
aloyees who might be regarded as 
potential union members belonged 
to trade unions. 


The unions have won the battle 
to become firmly established in 
American industry, and they have 
won it decisively. It is true that 
there are still many unorganized 
plants, apd that many employers 
will continue to fight the spread 
of unions and with some success. 
The pasition of unions, however, 
is secure. Although less than 40% 
of the persons eligible for union 
membership belong to unions, la- 
bor organizations are well estab- 
lished in the parts of industry 
that jnterest ‘them most.! Virtu- 
ally all of the employees in rail- 
road: transportation, about four- 
fifths or more of the workers in 
construction, four-fifths of the 
workers in mining, about two- 
thirds of the workers in manu- 
facturing are union members. The 
principal groups of workers among 
whom there is only little organi- 
zation are 10.5 million workers in 
retailing and wholesaling, 6.7 mil- 
lion workers in public service, 
and 2.0 million. hired workers in 
agriculture. The former great 
centers of the open shop, such as 
the steel industry and the auto- 
mobile industry, now operate un- 
der union contracts. Labor’s con- 





1 There are about 46.5 million persons 
who might be organized by trade unions, 
and about 17 million who are not good 
prospects for organization. Among these, 
9.5 million are self employed persons, 
managers, or officials, more than one 
million are unpaid family workers, about 
five million are professional and tech- 
nical workers, and about 1.5 million are 
private household workers. 
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spicuous success in establishing 
tne rignt to organize and to bar- 


gain collectively was gracefully 


recognized in some remarks by 
President Fairless of the U. S. 
Steel Corporation last fall at the 
birthday dinner of David J. Mc- 
Donald, President of the United 
Steel Workers. Mr. Fairless said: 

“Now I happen to think that la- 
bor’s victory in that cause (the 
fight for the right to organize) 
was a fine thing for America. To- 
day union representation is not 
only an accepted part of our in- 
dustrial system— it is, I think, a 
very necessary one, especially in 
our larger enterprises... .” 2 

The second great question that 
has been decided in recent years 
has been the division of authority 
over industrial relations between 
the Federal Government and the 
States. Perhaps I should say that 
the question has been re-decided, 
because up to 1937 it was well 
settled law that the authority of 
the Federal Government did not 
pertain in general to the regula- 
tion of production processes or 
employment conditions in manu- 
facturing, mining, retailing, and 
other industries that were not ac- 
tually engaged in transportating 
goods or services across State 
lines or to other countries. The 
authority of the Federal Govern- 
ment over production and em- 
ployment was limited to those in- 
dustries which engaged in inter- 
state or foreign transportation or 
communication. 

The decisions of the Supreme 
Court upholding the constitution- 
ality of the Wagner Act and the 
Fair Standards Act changed all 
this. The flow of commerce is 
now regarded as so intimately af- 
fected by industrial relations that 
the commerce clause is held to 
give the Federal Government 
broad authority to regulate con- 
ditions of employment and em- 
ployer-employee relations in all 
enterprises which engage to any 
significant extent in interstate or 
foreign commerce. At the same 
time, the courts have broadened 
their views of what restrictions 
on property and individual liberty 
are permissible under the inher- 
ent powers of the Government to 
protect and promote the public 
health, the public safety, and the 
general welfare. 


The new interpretations of the 





2“Monthly Labor Review,” 
1954, p. 67. 


January, 


Constitution are nothing less than 
a constitutional revolution. Until 
they were made, it was scarcely 
possible for the United States to 
have a truly national labor policy 
—that is, labor policies that ap- 
plied pretty generally to virtually 
all industries of the country. Now 
the Federal Government possesses 
the authority to make and enforce 
the national labor policies, and 
the only question is how far the 
people of the country desire that 
the Government use this au- 
thority. 

Toe third issue of fundamental 
importance that has been settled 
recently is the question of the 
nature of the country’s system of 
social security. The traditional 
view in the United States was 
that the Government had little 
responsibility for extending help 
to the victims of misfortune. Fur- 
thermore, it was regarded as 
proper that any acceptance of 
help from the Government should 
carry with it considerable stigma. 
Until the Great Depression had 
become severe, even the A. F. of L. 
had refused to endorse unemploy- 
ment insurance (it finally did so 
in 1932), and it had refused to 
take a definitive stand on old-age 
pensions, 

These traditional beliefs have 
not completely disappeared, but 
they are no longer generally ac- 
cepted. The Great Depression of 
the ’30s produced distress on such 
a huge scale that old ideas about 
the responsibility of the Govern- 
ment and individuals had to be 
revised. One of the early contro- 
versies provoked by the Great 
Depression was over Federa! 
versus local responsibility for un- 
employment relief. As the de- 
pression became worse, the num- 
ber of cities which were unable 
to meet the relief problem within 
their boundaries became more 
numerous. Thus the course of 
events inexorably established the 
principle that the Federal Gov- 
ernment had considerable respon- 
sibility for relief. 

As the need for national ar- 
rangements for giving help to the 
victims of misfortune became gen- 
erally accepted, division devel- 
oped among those who favored 
relying principally upon straight 
relief and those who favored some 
form of socia] security or social 
insurance under which benefits 
would be based upon rights rather 
than merely upon need, and un- 
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der which the benefits would be 
financed by special contributions 
of the insured rather than out of 
payments from the general budget. 
Straight relief had strong appeal 
to many politicians, and the 
Townsendite movement, the prin- 
cipal champion of handouts, was 
a political power in many States. 

When the social security system 
was established in 1935, there was 
much uncertainty whether the 
principle of insurance could win 
out over the principle of straight 
relief, particularly in the field of 
security for old age. There was 
immediate need to give assistance 
to older persons, but a qualifica- 
tion period of several years at 
least was considered necessary for 
a system of social insurance. 
Hence, old-age assistance started 
out on a far larger scale than old- 
age insurance. In 1940 when the 
first old-age insurance benefits 
were paid, and old-age assistance 
payments had -been going on for 
four years, there were 2,066,000 
recipients of old-age assistance, 
and, at the end of the year, only 
112,300 recipients of old-age in- 
surance. Total old-age assistance 
payments were more than 20 
times as large as insurance pay- 
ments—$475 million in compari- 
son with $21.1 million. Even as 
late as 1950, there were half again 
as many recipients of old-age as- 
sistance as recipients of old-age 
insurance benefits. The rapid rise 
in prices induced by the war 
weakened the position of social 
insurance because public assist- 
ance payments could be more 
promptly adjusted to the rise in 
prices than could insurance bene- 
fits. Thus, between 1940 and 1946 
average old-age assistance pay- 
ment rose from $20.26 to $35.31; 
whereas the average monthly old- 
age insurance benefit increased 
only from $22.60 to $24.55. 

In spite of influential political 
support for the principle of 
straight relief, the principle of in- 
surance seems to be slowly win- 
ning out. Important progress was 
made in 1950 when the coverage 
of the Old-Age and Survivors’ In- 
surance Plan was extended to 
about 10 million additional work- 
ers and when benefits were in- 
creased by about 100%, or con- 
siderably more than the consumer 
price index since the beginning 
of the war. Average monthly 
benefits jumped from $26 in 1949 


Continued on page 40 
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The Outlook for 


(1226) 


Mortgage Loans 


By EDGAR C. EGERTON* 
Vice-President, The Seamen’s Bank for Savings, N. Y. City 


Mr. Egerton reviews history of mortgage lending by his bank 
over last century, and notes changes that have occurred in 
the last few years when government mortgage guarantees and 
other forms of mortgage credit assistance developed. Sees a 
growing seller’s market for mortgages, and points out mortgage 
lending is not isolated but is linked to other economic and 


monetary forces. 


Warns against “keeping mortgages in the 


warehouse too long” on assumption that prices couldn't 
go “any way but up.” 


There is a great deal of history 
in the records of a bank as old 
as the one I have the honor to 
represent, and a little research 
indicated that mortgage bankers 
were unknown in 1829. The first 
investment of The Seamen’s Bank 
for Savings seemed to be simply 
a deposit in a commercial bank 
at 5% interest, said 5% being im- 
mediately turned over to the de- 
positors as dividends, although 
the bank had the power to in- 
vest in obligations of the United 
States, New York State, Penn- 
sylvania, Ohio and the City of 
New York. 

In 1832, the Legislature granted 
the power to purchase bonds of 
any state in the Union, and to 
accumulate a surplus not in excess 
of 3%. 

Then on Feb. 5, 1834, we find 
the following minute: “A letter 
from the Hon. M. Van Schaick 
(Senator in the State Legislatures 
to Najah Taylor, Esquire, was 
fread communicating that the 
Bank Committee would report in 
favor of allowing this bank +o 
loan on bond and mortgages as 
goon as they can find time to 
attend to the subject of banks.” 

Parenthetically, times do not 
change much. The savings banks 
are having the same trouble to- 


*An address by Mr. Egerton before 
the New York Mortgage Bankers Asso- 
ciation, New Yerk City, March 10, 1954. 


day in getting legislative action 
on a branch bank bill! It seems, 
however, the Legislature in 1834 
did get around to it with reason- 
able expediency. Under date of 
Aug. 6, 1834, we find this minute: 
“Mr. Charles Marshall having sent 
in an application for a loan of 
say $11,000 on the transfer of a 
mortgage on two houses—one in 
Beach Street and the other in 
Barclay Street, at 7% per annum. 
{t was on motion resolved that 
the bank agree to make said loan 
and receive the transfer of mort- 
gages provided the title appear 
satisfactory after the examination 
of the attorney employed by the 
Board.” 


The bank made the loan and 
sO we were off on our long career 
of mortgage lending. By 1840, it 
was learned by experience that 
the bank should require insurance 
policies on all loans. In 1843, a 
committee was appointed to in- 
quire into the value of the real 
estate on which loans had been 
made and found only one mort- 
gage that required a $1,000 pay- 
ment. 

Jan. 14, 1846, this item appears: 
“Resolved that the accountant 
have authority to foreclose any 
mortgage on which the interest 
shall remain unpaid for 30 days 
after it becomes due.” 

And so the bank had discovered 
by experience, apparently, that 
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mortgages could be troublesome, 
and that servicing was a problem. 
These bits of history give some 
idea of the simplicity of the lend- 
ing problem at that time—a sim- 
plicity that remained in its es- 
sentials until the 1930’s. Loans 
were generally in New York City, 
were based on the appraisal of a 
recognized professional appraiser, 
interest rates varied with the 
times, and amortization wasn't 
important. 

The theory was that well lo- 
cated Manhattan properties gained 
in land value at least what they 
lost in building depreciation over 
the years, and the theory seemed 
te work for almost 100 years. 
While there were some fore- 
closures in every panic or de- 
pression from 1850 to 1920, actu- 
ally profit and losses on the sale 
of our real estate practically bal- 
anced for the period 1850, when 
the bank took its first loss, to 
1936. The real losses, of course, 
came during the 1930's, a period 
with which most of us are familiar. 


Restriction of Loaning Area 


One fact stood out starkly from 
the debacle of the 1930’s. Savings 
banks in New York had been con- 
fined to a lending area that was 
too small. Competition had nat- 
urally driven many loans too high 
within that area, and trouble de- 
veloped when the country got 
into a depression. As you all 
know, from 1943 to date lending 
powers of savings banks were 
progressively increased until now 
they have the legal right to make 
FHA insured or VA guaranteed 
loans in all states and possessions 
of the United States, and con- 
ventional loans within New York 
State and any state which adjoins 
New York. There has been a 
desire in some quarters to re- 
strict these out-of-state lending 
powers, which found expression 
in a bill introduced in this ses- 
sion of the legislature. 1 under- 
stand, however, that there is to 
be no action taken on it. Loss 
of foreign lending powers would 
not only be bad for the savings 
banks and their depositors, but 
also for the rapidly developing 
parts of the country, such as the 
south, southwest, and west coast 
where housing loans are badly 
needed. The New York State 
savings banks have increased 
their assets by $9,034,769,225 in 
the past 10 years and are still 
gaining rapidly. Obviously that 
money had to be invested, and I 
assure you that it would have 
been impossible to put a fair 
proportion of it in mortgage loans 
within the confines of New York 
State. The bulk of it would have 
gone into high grade, low return 
bonds and thus, to some extent, 
prevented the banks from ful- 
filling their only basic purpose 
of providing a safe place for the 
savings of the people at a fair 
rate of return. 

Lenders are very conscious of 
their obligation towards their own 
localities and are anxious to put 
a large proportion of their port- 
folios in good local conventional 
loans, which can be serviced by 
themselves, can be watched care- 
fully, and-provide a good yield. 

So much for that... . 


The Big Events of the Last 
Few Years 


We have all had a part in the 
big events of the last few years 
and it certainly has been pretty 
hectic at times. We have learned 
that mortgage lending is not in- 
sulated from other fields of fi- 
nance, nor is national lending 
on guaranteed loans insulated 
from local conventional lending. 
We have seen what such things 
as the removal of the Federal 
Reserve Bank peg from the gov- 
ernment bond market can do to 
mortgage yields, or what bringing 
out a new government bond issue 
at 3%% with no support of the 
bond market can do to prices for 
mortgages. 


We came through the time 


when good guaranteed loans com- 
manded premiums to the time 
when they could be bought for 
really substantial discounts. It 
now appears that these discounts 
are getting smaller and that mar- 
ket prices in general are becoming 
higher, and we wonder whether 
that condition is going to continue. 
It is of vital importance to both 
lender and borrower to chart his 
course in relation to what he 
thinks the future of his market 
will be, and, I have put down a 
few thoughts about these matters, 
with the idea in mind that we are 
probably as much interested in 
that phase of our business an any 
other. 

Let’s 
banks— 

During January, 1954, deposits 
of all savings banks in the coun- 
try gained $190,000,000 to reach 
a grand total of $24,577,000,000. 
This is the second largest gain 
for any corresponding month 
since 1947 so there is obviously no 
shortage of investment funds. (I 
think we may consider this as 
fairly indicative of what is hap- 
pening in the insurance compa- 
nies also). Next, we may take 
into consideration the fact that the 
sales market for new homes has 
been slow until the last week or 
two when a decided pickup be- 
came evident. Builders have been 
hesitant about launching new 
building programs on a full scale 
basis, so that housing starts for 
January totalled 66.000 units in 
the United States. This is 8%% 
below the figure for January, 
1953. 


start with the savings 


A Growing Seller’s Market for 
Mortgages 


These two factors, taken alone, 
would seem to indicate that, as 
one market letter says, there will 
be a growing seller’s market for 
mortgages, and this may well be 
true. We are all aware that prices 
for mortgages have been increas- 
ing lately, or, conversely, yields 
have been geing down. ~ 


Having been through several of’ 


these fillips, however, we may 
well ask ourselves whether the 
outlook for high prices is as well 
assured as it seems to be. 


The Title Guarantee and Trust 
Company report for 1953 indicates 
that mortgage interest rates in 
the last quarter of that year aver- 
aged a sharp increase to 4.56% 
over 4.37% average for both the 
preceding quarter and the first 
nine months of the year. The 
average for the year 1953 was 
4.44% against 4.25% in 1952 and 
4.06% in 1951 so that the new 
and lower yields are definitely 
Johnny-come-lately. 


Factors that could cause a re- 
versal of the present trend exist 
in— 

First, any considerable eco- 
nomic readjustment in the coun- 
try could cause a lessening of 
deposit gains, and a consequent 
limitation of loanable funds. It 
may be that the long continued 
boom is getting a little tired, and 
we may reach the point where 
some $60 odd billion of mortgage 
debt, plus $29 billion of install- 
ment credit will be a greater bur- 
den on the country than it now 
seems to be. 


Second, any move by the Treas- 
ury to issue a long-term, fairly 
high yield issue of Government 
bonds, instead of the short-term, 
low rate issues now generally 
expected by the marketplace, 
could cause a fall in Government 
bond prices. You all know how 
poor the banks feel when their 
Government bond investments go 
substantially below par, and the 
effect that has on the mortgage 
market. Similariy, failure to sup- 
port the Government bond mar- 
ket by the Federal Reserve Bank, 
or other restrictive measures by 
the Federal Reserve Bank, could 
work in the same direction. 


Third, if yields on mortgages go 
too low, savings banks can now 
invest in common and preferred 
stocks, municipal bonds and cer- 
tain corporate bonds in preference 


... Thursday, March 18, 1954 


to mortgages. Certain investments 
of this character have very def- 
inite tax advantages which give 
them effective yields that are 
quite high. 

Fourth, F.N.M.A. may be grant- 
ed an authorization to sell more 
than the $500,000,000 in mortgages 
originally granted under the one 
for one operation. The immediate 
effect of this would probably be 
to hold the price of new mort- 
gages to a level somewhat below 
what their market value might 
otherwise be. 

So, in conclusion, it seems to 
me that we are brought face to 
face with the fact that mortgage 
lending is now quite different 
from what it was back in 1835. It 
no longer consists of the simple 
process of granting a loan to a 
neighbor as a purely private 
transaction. It is tied into the 
whole complex financial and eco- 
nomic structure of the -country, 
and feels the impact of events 
about as rapidly as any other se- 
curities market. 

If I were an originator of mort-. 
gage loans, I would not keep 
them in the warehouse too long 
on the assumption that prices 
couldn’t go any way but up. 


Swisher With Reynolds 

(Special to Tue Financ. Crowticrie) 4 

SACRAMENTO, Calif. —Le- 
Verne A. Swisher has become as- 
sociated with Reynolds & Co., 919 
Tenth Street. Mr. Swisher was 
formerly local manager for Bailey 
& Davidson. 
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Agricultare’s Sacred Seventh — 
F. A. Harper — Foundation for 
Economic Education, Inc., 
Irvington-on-Hudson, N. Y. 
(paper), single copy, free; 
quantity prices on request. 


American Economic System, The 
—Edwin Vennard and Robb M. 
Winsborough — Foundation for 
Economic Education, Inc., 
Irvington-on-Hudson, N. Y. — 
$1.00 per copy (quantity prices 
on request). 


How te Get Leads for Your Sales 
Force—24-page book on promo- 
tional work—Mailograph Com- 
pany, Inc., 39 Water Street, New 
York 4, N. Y., $1.50. 


Morgan Stanley & Co. Summary 
of Financing 1935-1953 — Mor- 
gan Stanley & Co., 2 Wall St., 
New York 5, N. Y. 


Profits Without Ferecasting — 
Leon B. Allen—Gillen & Co., 
120 Broadway, New York 5, 
N. Y. (paper), $1.00. 


Public and Private Sources of 
Leans for the Businessman— 
The Norman Press, Inc., Albee 
Building, Washington 5, D. C. 
(paper), $1.00. 


Steadier Jobs—A Handbook for 
Maragement on Stabilizing Em- 
ployment—Industrial Relations 
Counselors, Inc., 1270 Avenue of 
the Americas, New York 20, 
N. Y., (cloth). 


Strength at Home — ATL’s Pro- 
posals, with useful tariff and 
foreign trade information and 
statistics—The American Tariff 
League, Inc., 19 West 44th 
Street, New York 36, N. Y. 
(paper). 


Volume of Residential Construc- 
tion, 1889-1950 David M. 
Blenk National Bureau of 
Economic Research, 1819 Broad- 
way, New York ae - 
(paper), $1.50. 
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Housing and Mortgage Lending— 


Government 


and Private 


By CARROL M. SHANKS* 
President, Prudential Insurance Company of America 


Speaking on behalf of the American Life Convention and the 
Life Insurance Association of America, Mr. Shanks outlines a 


plan for legislation calling for 


creation by private lenders of 


a national voluntary mortgage committee headed up by the 
Housing and Home Finance Administrator, with regional sub- 
committees in each Federal Reserve District to assure ade- 
quate nationwide credit facilities for financing home mortgage 


loans. 
forces, and not to government 
naiional Voluntary Mortgage 

small communities 


The Life Insurance companies 
are naturally greatly interested in 
sound national policy with respect 
to housing and mortgage lending. 
They are 
vitally con- 
cerned about 
improvement 
in standards of 
healthand 
well-being of 
the American 
people—in 
which good 
housing plays 
such a promi- 
nent part. Be- 
yond this, they 
are well aware 
of the impor- 
tant role 
which a thriv- 
ing residential construction indus- 
try plays in general economic 
prosperity. At the same time, they 
have an equal interest in seeing 
that housing is not over-produced 
relative to demand, thus causing 
all the difficulties which must 
éventually follow. More directly, 
the life companies are interested 
in national housing and mortgage 
lending policy because of their 
important position as investors in 
home mortgages. 


The Extent of Life Insurance 
Company Investments in 
Residential Mortgages 


Before turning to specific dis- 
cussion of the bill, it will be help- 
ful, I believe, to review briefly the 
extent of life insurance company 
investment in residential mort- 
gages. 

For many years home mort- 
gages have been an attractive in- 
vestment, and the activities of the 
life companies in this field have 
been especially noteworthy. Dur- 
ing the seven years 1947-1953 
inclusive the life companies of the 
nation increased their holdings of 
mortgages on 1-4 family resi- 
dences from $2.6 billion to $13.1 
billion, or a net increase of $10.5 
billion. At the end of 1953 they 
held 20.1% of the total outstand- 
ing mortgage debt on 1-4 family 
residences. . 

The life insurance companies 
are by far the most important in- 
vestors in 
and guaranteed mortgages. Their 
holdings at the end of 1953 of $6 
billion FHA mortgages and $3.6 
billion VA mortgages, for a total 
of $9.6 billion of insured and 
guaranteed mortgages, greatly ex- 
ceeded such mortgage holdings by 
the other prineipal institutional 
investors. During the period 1947- 
1953 inclusive they expanded their 
holdings of FHA mortgages by 
$4.8 billion and their VA mort- 
gages by $3.3 billion, by far the 
greatest increase of any investor. 

Finally, the life insurance com- 
panies held close to $3.9 billion of 
mortgages on multifamily housing 
units at the end of 1953, a sub- 
stantial part of which were ac- 
counted for above in Government- 
insured and guaranteed holdings. 
These holdings are above and be- 





Carrol M. Shanks 





*A statement by Mr. Shanks before 


the House Committee on Banking and 
Currency, concerning the proposed “Hous- 
ing Act of 
March 11, 


1954,"" Washington, 
1954. . 


D. C., 


Urges home building be made responsive to market 


artificial stimulation. Holds a 
Credit Committee would aid 
and remote areas. 


yond the $450 million invested 
directly at the end of 1953 in 
housing projects. Adding together 
holdings of mortgages on 1-4 
family residences and mortgages 
on multifamily dwelling units, the 
life insurance companies had total 
residential mortgage holdings of 
$17 billion at the end of 1953. 

This brief summary indicates 
the substantial role of life com- 
panies in housing and mortgage 
lending and demonstrates the 
readiness of the companies to aid 
the American people in the long- 
term financing of their housing 
requirements. 


Despite the sharp increase in 
residential mortgages in recent 
years, life insurance companies 
have by no means invested all of 
their funds in this field. Instead, 
they have continued their tradi- 
tional and sound policy of build- 
ing a well-diversified investment 
portfolio, including the bonds and 
stocks of industrial enterprises, 
public utilities and railroads, gov- 
ernment securities, state and mu- 
nicipal obligations, commercial 
and industrial mortgages, farm 
mortgages, foreign securities, and 
real estate. 


Financing provided by the life 
companies has played an im- 
mensely important role in the 
pustwar expansion of industrial, 
pub ie utility, end transportation 
facilities which is of cardinal im- 
portarce in our military prepar- 
edness program. The building of 
new plants and equipment all over 
the country has, zt the same time 
given a great stimulus to housing 
demand. 


A General Appraisal of H.R. 7839 


With this background, I would 
ilke to comment on the provisions 
of H.R. 7839. We are in full ac- 
corc with most of the ideas put 
forward in the biil which we be- 
lieve are sound and should be 
supported. Many of the bill’s pro- 
vix.ons follow closely recommen- 
cations which the life insurance 
business put forward last summer 
in our own statement entitled 
“National Policy on Housing and 
Mortgage Lending—A Statement of 
Life Insurance Company Views.” 
With your permission I would like 


Government-insured go submit this statement for the 


record. 

We like the effort which is 
made in a number of sections in 
the bill to shift from direct gov- 
ernment action to reliance on pri- 
vate financing under the FHA 
insurance program. This is par- 
ticularly true in ‘connection with 
the urban renewal and slum clear- 
ance program in Title IV, and in 
the proposed new section 220 
which I shall touch on in more 
cetail“later. We are also in gen- 
eral accord with the provisions of 
Title II which would give the 
President the power to establish 
-flexible maximum interest rates 
on VA and FHA mortgage loans, 
and likewise discretion in estab- 
lishing other mortgage terms on 
a more flexib'e basis. We believe, 
however, that in the use of these 
discretionary powers the Presi- 
dent should be guided by the goal 
of keeping VA and FHA mortgage 
terms competitive in the market 





and that these powers should not 
be used as a means to employ 
housing policy as a pump-primer 
for the entire economy. 

We also think that most parts 
of Title I deserve our support. 
For example, the provisions of 
section 101 dealing with property 
improvement and repair loans are 
sound. Likewise, we agree that 
it is sensible and desirable to give 
the same treatment to both new 
and existing homes under the 
FHA insurance program. We think 
the authorization of FHA insur- 
ance of advances in “open end” 
mortgages has much to commend 
it. Moreover, we favor a number 
of provisions in Title I which serve 
to simplify the FHA insurance 
system, but we are disappointed 
that the bill does not provide for 
eliminating the duplication of ef- 
fort by the FHA and the VA in 
processing mortgages which is so 
costly to not only the mortgage 
borrower but also the lender and 
the American taxpayer. 


This is but a partial list of the 
things we like about the bill. 
However, we are apprehensive 
about some of the broad philoso- 
phy which runs through the bill. 
This takes the form of a general 
liberalization of insured and guar- 
anteed mortgage terms to a point 
which we think raises a serious 
question of conflict with the ten- 
ets of sound financing. Likewise, 
we believe that the bill leans too 
far in the direction of accepting 
the objective that the volume of 
heusing starts must be kept going 
at a’ peak level at all costs, and 
that government should use its 
proposed control over insured and 
guaranteed mortgage terms to ac- 
complish this objective. We would 
like to see in the bill a recogni- 
tion that regardless of a desire to 
Stabilize the housing industry at 
a high level, the number of hous- 
ing starts each year must bear a 
relationship to such basic forces 
as the rate of family formation, 
the need for replacement of clearly 
substandard housing, and the will- 
ingness to buy. Whatever the gen- 
eral objective of stability, there 
must be leeway for the inevitable 
price and production adjustments 
and readjustments which are so 
healthy in our free market econ- 
omy. In brief, we believe that 
government policy should aim to 
help level off the peaks and fill 
in the valleys in home building 
but at the same time it should 
permit building to be responsive 
to market forces. 


Views on Sections 220 and 221 


I would now like to conside: 
the new sections 220 and 221. 

Section 220, providing for a 
carefully programed system of 
rehabilitation and neighborhood 
conservation housing insurance, 
deserves the support of all insti- 
tutional investors in that through 
the use of FHA insurance it pro- 
vides a workable method for pri- 
vate financing to aid in arresting 
decay and blight in our cities. If 
the section is earefully adminis- 
tered and the various safeguards 
written into the bill are observed, 
the program has real possibilities 
for atiracting private financing on 
a sound basis. As a-general] rule, 
life insurance companies question 
the soundness of an amortization 
period running as long as 30 years, 
as provided in this section, but it 
is our view that the life insurance 
companies generally will find the 
proposed section 220 acceptable 
in its present form and will, there- 
fore, purchase these mortgages. 


The life insurance business also 


believes that section 221, provid- | 
ing for a system of mortgage in- | 


surance for relocation housing, 
also has real possibilities if certain | 
amendments are made, The most 
glaring defect of the proposal is | 
the provision for a 40-year amor- | 
tization period. We believe that 
section 221 mortgages could be! 
made acceptable to private financ- | 
ing institutions, without appre- | 
ciably raising the monthly carry-| 
ing cost on such mortgages, by 








reducing the amortization period 
to 30 years and by tightening the 
imsurance provisions to guarantee 
the investor against loss at fore- 
closure. To illustrate our point, 
if we assume a $7,000 mortgage 
at a 442% rate amortizable in 40 
years, at the end of five years 
only $350 would have been paid in 
amortization; at the end of ten 
years Only $791; and at the end of 
20 years only $2,037, with $4,963 
of the initial loan still outstand- 
ing. As is obvious, the rate of 
amortization is exceedingly slow, 
in fact so slow that the physical 
Gcepreciation and obsolescence of 
the property would undoubtedly 
be greater than the amortization. 
This exposes the investor to seri- 
ous risk which no lender operat- 
ing on sound lending princip!es 
would be able to assume. If we 
assume a $7,000 mortgage also at 
a 44%% rate, but with a 30-year 
amortization period, the amount 
amortized at the end of five years 
is $623; at the end of ten years, 
$1,400; and at the end of 20 years, 
$3,598. This rate of amortization, 
although still quite slow in the 
eyes of many institutional invest- 
ors, makes the loan much more 
acceptable. 

To follow through with the il- 
lustration, the monthly carrying 
charge (interest and amortization) 
on a $7,000, 442%, 40-year mort- 
gage is $31.50. The monthly car- 
rying charge on the same mort- 
gage, but with a 30-year amorti- 
zation period, is $35.49. Thus, the 
shorter term, making the loan 
sound, involves only $4.00 more 
per month in the mortgagor’s pay- 
ment. More important, if the loan 
is written on a 40-year basis the 
mortgagor must pay toial inierest 
of $8,120 over the life of the loan, 


as compared with total interest of 


(1227) 15 





$5,776 if the loan runs for 30 years. 
Accordingly, the 40-year loan will 
cost the home owner $2,344 more 
in the form of interest, which is 
a heavy price to pay for the ex- 
tended maturity. For these rea- 
sons we believe that the 40-year 
loan is socially undesirable and 
we urge strongly that section 221 
loans be placed on a 30-year basis. 

By the very nature of the loan, 
the default experience on section 
221 loans will be much less favor- 
able than under most other FHA 
loans, so that the investor must be 
prepared for more difficult col- 
lection problems and a larger per- 
centage of foreclosures. We be- 
lieve, therefore, that to make the 
section 221 loans acceptable to 
private investors, provisions 
should be included to limit the 
lender’s out-of-pocket losses at 
the time of foreclosure. This is a 
special loan program where the 
risk must inevitably be great, and 
it is therefore necessary to limit 
the losses of the lender. It would 
be most helpful as a practical 
matter to include in section 22} 
the same provision in effect with 
regard to section 608 loans, 
namely that upon default the in- 
vestor would have the option to 
assign the mortgage to FHA and 
to receive debentures equal te 
99% of the unpaid balance. 

We do not believe that the 
amendments we have suggested 
will interfere with the basic ob- 
jectives of section 221. They will, 
however, make the program gen- 
erally acceptable to life insurance 
companies and, we feel confident, 
other institutional investors. If 
these amendments are made, we 
are confident that life companies 
and other institutional investors 


Continued on page 24 
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| The First Boston Corporation 
| Robert W. Baird & Co., 

} Incorporated 

| Eastman, Dillon & Co. 
Lehman Brothers 


White, Weld & Co. 


Goodbody & Co. The Marshall Co. 
| Bingham, Sheldon & Co. 





| Gardner F. Dalton & Company H. 


Offerings: The Company is offering to holders of it: ’ 
for the above shares on the basis of one new share for each seven shares held of record on March 12, 1954, 
Warrants will expire at 2:30 P. M., Central Standard Time, on March 30, 1954. Not to exceed 10,000 shares 


Glore, Forgan & Co. 
The Milwaukee Company 
Central Republic Company 


(Incorporated) 


Paine, Webber, Jackson & Curtis Bacon, Whipple & Co. 


Braun, Monroe and Co. 


Gillespie & Wouters Harley, Haydon & Co., Inc. 


Adolph G. Thorsen 


— 


This it not an offer to seli these securities. They ave subject to the registration and prospectus requirements of the 
Federal Securities Aet, Information about the issuer, the securities, and the circumstances of the offering is 
contained in the prospectus which must be given to the buyer and may be obtained from any of the 
everal underwriters only in States in whith they are qualified to act as dealers in 
securities and in which the prospectus may legally be distributed. 

NEW ISSUE March 15, 1954 


316,867 Shares 


Wisconsin Public Service Corporation 
Common Stock 


(Z10 Par Value) 
Business: The Company is engaged principally in the production, transmission, distribution and sale of 
electricity and in the purchase, distribucion and sale of gas. Territory served consists of approximately 10,000 
square miles in north central and northeastern Wisconsin and an adjacent part of upper Michigan with a 
population of approximately 544,500. 


New Issue: The 316,867 shares of Common Stock represent new financing by the Company. The proceeds 
will be used to permanently finance part of the Company's 1954 construction program. 


Common Stock rights to subscribe at $18.40 per share 


thereof not subscribed for by warrant holders will be offered concurrently to employees for subscription at 
the same price. : . . mi 

The Underwriters may publicly offer shares of Common Stock during and after the subscription period, 
Listing: The Common Stock is listed on the New York and Midwest Stock Exchanges. 
Outstanding Securities: as of December 31, 1953; were $48,160,000 First Mortgage Bonds beari 
coupons of 274% to 444% and due from 1974 to 1983; 162,000 shares of Preferred Stock ($100 par value 
with dividend rates of 5% and 5.049%; and 2,218,970 shares of Common Stock ($10 par value). 


Merrill Lynch, Pierce, Fenner & Beane 


William Blair & Company 
Kidder, Peabody & Ce. 
Smith, Barney & Ce. 
Loewi & Ce. 
Blunt Ellis & Simmons 
A. C. Best & Co. Bell & Farrell, Inc. 
Brew-Jenkins Company, Ine. 
C. Denison Co. Emch and Company 
McKee & Jaeckels, Ine. 


Ver Meulen & Co. 





Piecase send me a copy of the prospec- 
tus relating to the Common Stock of 
Wisconsin Public Service Corporation. 
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Continued from page 4 


Canadian Oil Companies, Ltd. 
($61 million) 


Gasoline and oil refining and 


Larger Canadian Industrials Show «==. 


Metals, Whiskey and Oils at Top 


chine, Canada. Funded debt $34 
Million. $6% million in 7% pref- 
erence stock recently merged into 
common in accordance with re- 
capitalization plan. 


Imperial Tobacco Co. of Canada, 


($157 Millien, Dec. 31, 19572) 

Incorporated 1912. Operates 
plant in Montreal. Best known 
products: Sweet Caporal, Player's 
and Winchester cigarettes; House 
of Lords cigars; Old Chum, Pico- 
bac & Ogden smoking and chew- 
mg tobacco. $25 million in funded 
debt; $16 million in preferred. 


Abitibi Power & Paper Co., Ltd. 
($152 millien, June 30, 1953) 
Incorporated 1914. Leading 
Canadian newsprint producer. 
Plants in Ontario, Quebec and 
Manitoba. Funded debt $36 mil- 
lion; $1.50 preferred $21 million. 


Ford Motor Co. of Canada, Ltd. 
($151 million, Dec. 31, 1952) 
Incorporated 1904. Cars, trucks, 
tractors and other farm equip- 
ment. Principal markets in Can- 
ada, New Zealand, South Africa, 
Australia. India, and Malaya. No 
funded debt. No preferred. 


THE SECOND DOZEN 


Simpson’s, Ltd. 
($133 million) 

Company and subsidiaries own 
and operate department stores in 
- Toronto, Montreal, London, Re- 
gina, and Halifax. Also carries on 
extensive mail order business. 


MacMillan & Bloedel, Ltd. 
($118 million) 
Engaged in logging, sawmilling, 
and plywood manufacture. Ex- 
ports lumber and pulp. 


Dominion Steel & Coal Corp. 
(8116 million) 

Directly, and through subsidi- 
aries, owns and operates coal and 
iron mines, steamships and repair 
yards. Makes iron and steel prod- 
ucts, including bolts, nuts, rivets, 
pipes. screws, wires, nails, and 
fencing. 


Consolidated Paper Corp., Ltd. 
(3106 million) 
Newsprint and other paper 
products. Also deals in sawn lum- 
ber. 


Dominion Textile Co., Ltd. 
($102 million) 
‘ Operates eight mills, including 
bleacheries and factories for the 
manufacture of gray and finished 


Algoma Steel Corp., Ltd. 
($58 millien) 
Iron and steel. 
Canadian Celanese, Ltd. 
(858 millien) 
Yarns, fabrics, etc. 
Canada Cement Co., Lid. 
(855 millien) 
Portland cement. 


Anglo-Newfoundland Develep- 
ment Co., Ltd. 
(853 millien) 
Newsprint and sulphite. 


Simpsons-Sears, Ltd. 
(847 millien) 
General mail order business. 


Dominion Bridge Co., Ltd. 
(846 millien) 
Structural steel work. 


Dominion Tar & Chemical 
($45 millien) 


Coal tar distillation, etc. 


OTHERS IN THE $30 
MILLION PLUS CLASS 


Canadian Car & Foundry Co., Ltd. 
(844 million) 


Railroad cars, city busses, etc. 


cotton cloths. Products sold under 
the name “Texmade.” 


Price Brothers & Co., Ltd. 
(3100 million) 
Newsprint, groundwood pulp, 
lumber, and cardboard. 


Nerthern Electric Co., Ltd. 
(397 millien) 

All kinds of materials for elec- 
trical purposes — telephones, 
wires, cables, electronic equip- 
ment, etc. 


Powell River Co., Ltd. 
($95 million) 
Newsprint, sulphite pulp, lami- 
nated paper, building and other 
coarse papers. 


Bowater’s Newfoundland Pulp & 
Paper Mills, Ltd. 
($93° million) 
Newsprint, sulphite pulp, 
related products. 
wood. 


Canadian Breweries, Ltd. 
($87 millien) 


Subsidiaries operate eight 
breweries, one bottling plant, one 
transportation company, one 
malting company, and one vege- 
table and oil processing plant. 


Canada Packers, Ltd. 
($85 millien) 


Full line of packing house Ceckshutt Farm Equipment, Ltd. 
products. Also shortening, marga- ($43 millien) 


rine, butter, eggs, peanut butter, Miscellaneous farm equipment. 


soup, frozen fruits and vegetables, 
and ice cream—animal feed and Mining Corp. of Canada, Ltd. 
($43 millien) 


fertilizers. 
Holding company. 


Eddy Paper Co., Ltd. 


and 
Exports pulp- 


Fraser Companies, Ltd. 
(344 millien) 


Paper, pulp and lumber prod- 
ucts. 


Canadian Westinghouse Co., 
($84 million) 

Electrical apparatus of every (S41. million) 
description, including generators, - 
transformers, motors, meters, in- _ =vestment and holding com- 
struments, switchboards, etc. Ra- P#@™Y- 
dios, TV,. electronic equipment. 
Electric refrigerators and ranges. 
Laundry equipment. 


TWELVE MORE 
Howard Smith Paper Mills, Ltd. 


($74 million) 
Fine papers; pulp, etc. 


Ltd. 


Moore Cerp., Lid. 
(841 millien) 


Sales books and allied products. 


Steep Rock Iron Mines, Ltd. 
($41 million) 
Iron mining. 


Page-Hersey Titbes, Ltd. 
($40 million) 
Pipe and mechanical tubing. 


Dominion Foundries & Steel, Ltd. 
(84@ millien) 


Steel plate, castings and sheets. 


Hollinger Consolidated Gold 
Mines, Ltd. 
($39 million ) 


Gold and silver. 


St. Lawrence Cornoration, Ltd. 
($67 millien) 


Pulp and paper products. 
Hudsen Bay Mining & Smelting 
Co., Ltd. 


($64 millien) 
Copper, gold, zinc and silver. 


Noranda Mines, Ltd. 
($63 million) 


Copper, gold and silver. 








Not a New Iccne 








70,568 Shares 





Ingersoll-Rand Company 


Merrill Lynch, Pierce, Fenner & Beane 


March 18, 1954 


Common Stock 
(No Par Valuc) 
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George Weston, Ltd. 
($39 million) 


Wholesale baker. 
Federal Grain, Ltd. 
($38 millien) 
Grain shipping and wareheus- 
ing. 
United Grain Growers, Ltd. 
($37 millien) 
Grain shipping and warehous- 
ing. 
British aera Forest Products, 


Ltd. 
($36 million) 


Logging and production of tim- 
ber products. 


Anglo-Canadian Pulp & Paper 
Mills, Ltd. 
(834 million) 


Newsprint and paperboard. 
Burns & Co., Ltd. 

($32 millien) 
Meat packer; butter, 
poultry. 


cheese, 


... Thursday, March 18, 1954 


Canada & a Sugar Co., 


($31 million) 
Cane and beet sugar. 


Canadian & Western Lumber 
Ce., Ltd. - 
(330 million) 
Logging and lumber products. 
Sherritt Gordon Mines, Ltd. 
($30 millien} 
Copper, zinc, gold and silver. 
Canadian Canners, Ltd. 
(830 millien) 
Canned fruits and vegetables. 
Maple Leaf Milling Co. 
(336 million) 
Grain milling. 
Irving Oil Co., Ltd 
(330 million) 
Refined petroleum products. 
Bathurst Power & Paper Co., Lid. 
($30 mifllien) 


Boxboards and shipping con- 
tainers. 








Continued from page 2 


The Security I Like Best 


Corporation came into being in 
January, 1907, with a capitaliza- 
tion of $15,000,000, and authority 
to issue $15,000,000 of bonds. A. 
W. Mellon became its President. 
After taking over all the physi- 
cal assets of the above companies, 
the Gulf Oil Corporation assets 
were $21,369,000. It is interesting 
to note the asset growth over the 
years: 
$102,934,000 
345,380,000 
560,399,000 
929,169,000 
1,627,300 ,000 
From its early experience, the 
management has learned the im- 
portance of continually searching 
for oil. Today its acreage is held 
in many parts of the world. 


Appreximate 
Producing 


971,350 


Nen- 
Preducing 


13,721,976 
6,343,040 
___. 17,963,520 
21,878 6,401,468 
___. 10,608,000 
2,007,040 

____ 29,508,480 
936,316 1,478,824 
1,169,547 


3,936,584 77,194,855 


Number of Preducing Wells 

ou Gas 
417 
10 


Acreage 
United States 
Bahamas ---_- 
Brit. Honduras 


Mozambique - 
Venezuela __- 





United States 


Venezuela 31 





458 


I give a conservative value of 
known reserves, as follows: 
(000 Omitted) 
U. S.: 1.3 billion bbls. 
at 50¢ 
Kuwait (Gulf’s shr.): 
7 billion bbls. at 25¢ 
Venezuela: 575 million 
bbls. at 25¢ 
Natural Gas: 6 trillion 
cubic feet at 3¢_--- 


1,750,000 
143,700 
180,000 


$2,723,700 
While little is known, as yet, 
about Gulf’s crude and gas re- 
serves in Canada, the Corporation 
is either in or near almost all of 
the discoveries in Alberta. It has 
probably the biggest known gas 
field in Pincher Creek. 


Refineries: Corporation owns 
eight refineries with a daily crude 
capacity of 470,000 barrels, or a 
cracking capacity of 290,900 bbls. 
The largest is at Port Arthur, 
Texas, and the second is at Phila- 
delphia, Pa. 

Transportation: Corporation has 
a pipeline system comprising 
about 10,000 miles. In 1952, 152,- 
024,191 barrels of oil were trans- 
ported through these lines. A 
fleet of 38 ocean tankers with ad- 
ditional 15 chartered vessels car- 


ried 201,672,741 barrels in 1952. 
There are 53 shallow vessels oper- 
ating in inland waters, Corpora- 
tion has 1,497 tank cars and leases 
809 additional. Owns 4,500 trucks, 
automobiles and trailers. Storage 
capacity—stock tanks with ca- 
pacity of 23,782,500 barrels. 

Sulphur: Some years ago, Gulf 
owned big deposits in Louisiana, 
which were sold to the Texas Gulf 
Sulphur Company. Gulf still 
holds 422,798 shares (12.66%) with 
a current market value of about 
$36 million. The stock paid $7 a 
share last year. In addition, Gulf 
owns sulphur properties in 
Louisiana, which are being oper- 
ated by the Freeport Sulphur 
Company. 

Finances: It has been the pol- 
icy of the management to expand 
out of earnings, rather than to in- 
crease debt. This is evident by 
the fact that since 1945, $1,250,- 
000,000 was put into properties, of 
which .only $113,000,000 repre- 
sented new money. In other 
words, the $1,100 million that 
went into expansion was equal te 
the current market value of the 
outstanding stock of 23,598,120 
shares. The working capital is 
about $360,000,000. As of Decem- 
ber, 1952, the outstanding debt 
was $181,700,000. 


I consider Gulf Oil stock at 50, 
listed on the New York Stock 
Exchange, based on its physical 
assets and potential earning 
power, considerably under-valued 
at the current price. However, it 
is an investment stock and only 
suitable for the long-term, patient 
investor. 


Halsey, Stuart Group 
Offer Utility Bonds 


A syndicate headed by Halsey, 
Stuart & Co. Inc., is offering to- 
day (March 18) $12,000,000 Penn- 
sylvania Electric Co. first mort- 
gage bonds, 3%% series due. 
March 1, 1984, at 101.665% and, 
accrued interest, to yield 3.04%. 
Award of the issue was won by 
the group at competitive sale 
yesterday on a bid of 101.159%. 


Net proceeds from the sale of 
the bonds will be added to the 
general corporate funds of the 
company and will be utilized for 
construction purposes as required. 
The company’s 1954-1956 con- 
struction program, it is estimated, 
will involve cash expenditures of 
approximately $78,000,000, allo- 
cated as follows: power plant fa- 
cilities, $32,000,000; transmission 
system, $7,000,000; distribution 
system, $34,000,000 and all other 
property, $5,000,000. 
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The stock market went 
through a couple of tests of 
its this week and, by 
and large, came through well. 
Its roughest spell came early 
but where in one session a 
midday slash of a couple of 
points had been carved out of 
the pivotals, the list was able 
even before the closing gong 
to rally smartly enough to 
whittle the eventual loss 
-down to nominal seope. 


* ca 


Encouragement was 
gleaned from an imposing ar- 
ray of facts. For one, individ- 
ual favorites were able to 
shake off moments of pres- 
sure and spurt impressively 
right in the middle of general 
heaviness. A notable case was 
American Distilling which 
bounced to a new high post- 
ing for the last several years 
on a gain that ran to a dozen 
points in a couple of weeks. 
Moreover, it was achieved in 
the face of a generally bleak 
appraisal of whisky stocks 
which has kept the rest bump- 
ing on their 1953-54 lows re- 
peatedly. Schenley was nota- 
ble on this week’s new low 
list, for instance. The specific 
reason for American’s popu- 
larity were unconfirmed 
rumors of a return of the 
“dividend-in-kind” idea that 
once gave the liquor issues a 
play. American’s last such 
payment were whisky pur- 
chase rights a full 10 years 
ago. 


* 


* * * 


Another of the aspects that 
kept bullish enthusiasm going 
was that volume tended to 
fall on heaviness and expand 
on strength. While the better 
gains of the last two weeks 
were scored on trading of 
more than two million shares, 
the setbacks of the week were 
registered on something like 
15 to 20% less activity. 


* * * 


Tax Selling Nil 


A third source of consola- 
tion to those constructively 
inclined was that income tax 
time passed without anything 
like the traditional tax selling 
of early March to be ab- 
sorbed. This seasonal pressure 
had come to be a regular 
phenomenon, particularly in 
recent years. That most of the 
portfolio cleaning up seems ,to 
have been done earlier, with 
stocks in strong hands for 
what comes next, was taken 
as a hopeful sign. 

ck 


* * 


Another facet that contrib- 


uted to the good feeling was 
that the political maneuver- 


ing in Washington, which 


threatens to upset the relief 
measure on double taxation of 
dividends, didn’t lead to any 


undue market reverses al- 
though the measure is cred- 
ited with being among the 
principal sources of strength 
that have carried the indus- 
trial averages to levels only 
exceeded in history in 1929. 
* 
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Oils-Aircrafts Buoyant 


Oils and aircrafts were 
singled out for the better 
plays in this week’s market, 
keeping them buoyant despite 
the general market action. 
Douglas Aircraft in particular 
was a good performer. The 
stock that was split 2-for-1 in 
1951 worked back to roughly 
the same price for a 100% 
improvement in less than 
three years. And a new split 
is forthcoming as soon as the 
legal motions are completed. 

x aK cg 


Interest also centered on 
the Williston Basin to a de- 
gree again, as Skelly was bid 
up somewhat sharply at times 
on its progress in the area. It 
set off a general play in the 
Getty group, Skelly itself 
adding better than 10% in 
value in a single session and 
carrying Mission Corp., Tide 
Water, Pacific Western and 
Mission Development uphill 
with it. Some other rousing 
performers on occasions in- 
cluded Sun Oil and Texas 
Land Trust in response to a 
spin-off of its lands in order 
to become an operating com- 
pany. The only discouraging 
note was that these runups 
had to contend with profit- 
taking of sizable proportions 
before they could extend 
their gains too far. 

% ue 


American Telephone, the 
issue popular with more than 
twice as many stockholders as 
any other publicly held issue, 
ran into a bit of trouble after 
making up its famous $2.25 
quarterly dividend in a couple 
of sessions. Its recovery, in 
fact, coupled with the various 
adjustments made on deben- 
ture interest and pro-rata 
capital dividend computa- 
tions, sort of outpaced the 
arbitrageurs and the bond 
market and it suffered a 
couple of rather sick sessions. 
Its losses per session of about 
a point, while miniscule 
against its price of $164 or so, 
nevertheless were harder 
handling than the issues nor- 
mally get in pedestrian mar- 
kets. 


For the standard issues— 
steels, motors and chemicals 
—it was largely a waste of 
time. du Pont succeeded in 
nudging its high upward a bit 
but Allied Chemical was a bit 
irregular although it held for 
the most in a rather narrow 
trading band. du Pont, like 
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Douglas Air, has made signifi- 
cant postwar progress, its best 
} recently equivalent to nearly 
| $450 against the less than 
$200 that the issue com- 
manded before its 1949 split 
of 4-for-1. 
co eo * 
Corn Products Static 

Corn Products Refining, 
which recently turned active 
after years of inactivity, was 
harshly treated on a couple of 
occasions. This issue has held 
in approximately a 10-point 
spread for more than four 
years and the 1954 range has 
been an even narrower one. 
It made its peak in 1951, in- 
cidentally, although it is one 
of the components of the Dow 
industrial average which indi- 
cates prices are far above 
1951 levels. 


cg 


Steels were far more famil- 
iar with the minus side this 
week than with plus signs but 
changes for the most were in- 
consequential. Bethlehem was 
able to show wider moves 
than most of the others but its 
daily changes seldom ran as 
much as a point. Not only 
declining production rates but 
anticipated red-ink reports 
for the first quarter for some 
of the smaller companies 
were credited with stemming 
enthusiasm for the group. 

* * * 


* * 


Rails Remain Apathetic 


Rails continued to drag and 
the debate in the Street over 
how far the industrials can 
extend their gains in the 
Spring without the coopera- 
tion of the rails was a lively 
one. The classical school of 
thought, naturally, sees little 
additional push left for the in- 
dustrials unless the rails wake 
up. The other view is that the 
markets of the last few years 
have been so selective and so 


heavily slanted in favor of the, 
blue chip, hence “average’’ 
stocks, that the average of the 
industrials no longer is tied as 
closely to rail action as was 
the. case in previous bull 
swings. The lag in the rails, 
however, is keeping the ma- 
jority of analysts at least cau- 


tious. 


xe aR ae 


New York Central con- 
tinues to ignore the battle for 
its control being put on by 
Robert R. Young. Whether he 
wins or nét, it probably would 
be the first such battle of 
titans that went on without 
market repercussions, unless 
Central subsequently goes 
into convolutions in the less 
than a month before the rec- 
ord date arrives. Up to now, 
anyway, it has been on the 
heavy side most of the time 
since the initial speculative 
whirl it had when a fight ap- 
peared definite. 

Tobaccos for a change stood 
their ground in the face of 
more smoking-cancer allega- 
tions, these being those of the 
New York State study. The 
movie issues simmered down, 
too, and the coppers had 
ended, at least temporarily, 


their rebound from their bot- 
toms on firmer prices for the 


red metal. 
“ 


The _ utilities meandered 
along for the most with a 
half-hearted play in Du- 
quesne Light running out of 
strength rapidly. The mild 
demand was a consequence of 
this conmpany’s designation 
as a producer of power from 
atomic energy. 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.] 
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C. B. Harding Director 

Charles B. Harding, senior 
partner of Smith, Barney & Co., 
investment banking firm, has 
been elected a director of Union 
Sulphur and 
Oil Corpora- 
tion, ace- 
cording to an 
announcement 
by Richard T. 
Lyons, Presi- 
dent of Union 
Sulphur. 

Mr. Harding 
replaces 
Herman F., 
Whiton who 
has resigned 
from the 
Union Sul- 
phur board 
and as Chair- 
man of the board. Mr. Whiton had 
been President and chief execu- 
tive officer of Union Sulphur for 
a period of several years until 
Nov. 1, 1952. At that time the 
principal executive offices of the 
company were established in 
Houston, Texas and Richard T. 
Lyons became President and chief 
executive officer. 

W. A. W. Stewart and Barklie 
Henry retired from the board 
with Mr: Whiton, Mr. Lyons an- 
nounced. 


N. Y. Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has announced the following firm 
changes: 


Transfer of the membership of 
Charles E. Stewart to John J. 
Flanagan will be considered by 
the Exchange on March 25. 


Eintein & Stern will dissolve 
March 31. 

Kate Viner retired from limited 
partnership in Edward A. Viner & 
Co., on March 15. 


Howard & Neuman With 
The Marshall Company 


(Special to Tue FINANCIAL CHRONICLE) 
MILWAUKEE, Wis.—Samuel W. 
Howard and George F. Neuman 
have become associated with the 
Marshall Co., 765 North Water St. 
Mr. Neuman was formerly for 
many years with Riley & Co. Mr. 
Howard was Wisconsin Rapids 

representative for Riley & Co. 


Charles B. Harding 
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Must Living Standards Decline? 


By LEOPOLD KOHR 
Assistant Professor of Economics, Rutgers University 


Contesting the generally held view that current living standards 
in the United States are the highest the world has ever enjoyed, 
Prof. Kohr maintains “the only thing we can say for certain 
is that there has probably never been a generation that was 
more accessible to delusion of its own excellence than ours.” 
Holds our present living standards are not only lower than in 


past but are lower than in some smaller countries. 


Points 


out as “a process of impoverishment,” the decline in large 
estates, reduction in amount of food individually consumed, 
the resort to apartments instead of houses as living quarters, 


and the conversion of housewives into housemaids. 


Con- 


cludes, though, communiiies have grown richer, but individuals 
are poorer, despite increased productivity. 


Many will remember the issue 
of “Life” magazine showing in a 
series of impressive pictures the 
stupendous rise of the American 
standard of 
living experi- 
enced during 
the past half 
century.! 
After first 
looking at a 
table full of 
food which, 
according to 
the magazine, 
an average 
du Pont work- 
er was able to 
buy with his 
daily wage in 
1950, and then 
glancing at the 
skimpy table uncrowded with the 
food items of an average worker 
of the year 1900, one not only 
developed a feeling of sorrow for 
the poor conditions of the past. 
One actually began to feel hun- 
gry oneself. 

Of course there is nothing new 
in the widely accepted idea that 
the standards of our age gener- 
ally, and those of the United 
States particularly, are the highest 
the world has ever enjoyed. Our 
economic textbooks have told us 
this all along, and so have our 
statisticians, our politicians, and 
our commentators. What is new 
is that, in spite of the elaborate 
evidence displayed before our 
avid eyes, the picture seems all 
wrong. The only thing we can 
say for certain is that there has 
probably never been a generation 
that was more assessible to the 
delusion of its own excellence 
than ours. 

For our present standard of liv- 
ing seems not only lower than 
that of our own past; it seems 
even lower than that still enjoyed 
by some of the smaller countries 
such as Switzerland, Sweden, or 
the miniature principality of 
Liechtenstein. That is why an 
American, if he really wants to 
get something for his dollars, 
must travel abroad these days. 
For who of us in New York or 
Chicago can still afford maids? 
Who a coachman? Who a cellar 
full of exquisite wines? And who 
a table rich with the untold 
variety of delicately prepared 
dishes? Instead of becoming more 


opulent as our income rises to 


Dr. Leopold Kohr 


1 “Life,” Nov. 19, 1951. 


its famcus record heights, we 
seem to abandon every year some- 
thing we could afford when, ac- 
cording to the statisticians, we 
must have had less. In 1936, when 
my income was considerably 
lower than it is today, I drove 
a racy sports car and had break- 
iasts consisting of fruit juice, 
iwo eggs, toast, and two cups of 
colfee. As a college professor in 
1954. with an income that ranges 
me, as I can read from the books 
which I am myself teaching, 
amongst the upper 30% of the 
population, I am the desperate 
user of buses which are over- 
crowded because others have to 
give up their cars, too, and con- 
tent myself with a breakfast con- 
sisting of two cups of coffee and 
a single roll. 


A Process of Impoverishment 


Wherever we look, we seem to 
see the same pattern of a spiral 
pointing downward. Those who 
once owned great estates, now live 
in modest houses as, for instance, 
Mr. du Pont who recently turned 
his palatial residence at Winter- 
thur,- Del., into a museum to 
serve, henceforth, as a monument 
to the style of living of his an- 
cestors, not his own. The richest 
men, in the richest capitalist 
country on earth, must thus go 
the same road of impoverishment 
as the rich of the second richest 
country on earth, Great Britain, 
where a man such as Lord Hali- 
fax had to abandon his castle and 
move into his stable. This may 
mean progress and democracy to 
our experts. But it rather shows 
what sort of standards our al- 
legedly retarded ancestors must 
have enjoyed if the stables of 
then are good enough to house 
a Lord now, 


If this process of impoverish- 
ment were confined to the rich, 
one might be reconciled with it 
in view of the rising standards of 
the poor. But this is the point. 
Where is the mythical individual 
who felt the tickle of a single 
additional dollar in his -pocket 
as a result of some Rockefeller 
or Ford having given up a mil- 
lion? The very opposite is hap- 
pening. Along with every dim- 
inution of the wealth of the rich, 
the wealth of the poorer is whit- 
tling away at the same time. Thus, 
as those who once owned estates 
now live in houses, those who 
once could afford houses now live 
in apartments. Those who pre- 
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viously drank wine with their 
meals, now drink water, and those 
who had maids, now have none. 

Regarding the latter it is often 
said that the disappearance of 
maids is precisely a sign, not of 
declining, but of rising standards 
of living, for those who were 
previously servants are now 
housewives and business women. 
Quite. But servants entering these 
coveted ranks did so in the ex- 
pectation of being relieved of 
the chores of house work by being 
themselves now the employers of 
maids. That is why they coveted 
these higher social levels in the 
first place. But what did they 
discover? That their very act of 
entering these ranks cepressed 
them to the level of those they 
had just left. They still must do 
all the work themselves and, in 
addition, must carry the burden 
of responsibilities not had before. 
Instead of turning every maid into 
a housewife, our vaunted progress 
had turned every housewife into 
a maid. 

The experience of our declining 
living standards is so overwhelm- 
ing that it seems extraordinary 
that so many of us should still 
be convinced of the opposite. Yet, 
there is a reason for this delu- 
sion. While our personal standard 
has declined, our productivity has 
experienced a gigantic increase 
and, along with our productivity, 
our social standard has risen to 
previously unknown levels. As 
a community we are indeed richer 
than we ever were before. Thus, 
what we have lost as individuals 
in the enjoyment of personally 
useful goods, we have gained as 
a nation in socially important 
commodities such as _ elaborate 
transportation and communica- 
tion facilities, the world’s best 
equipped armies to defend our 
far-flung frontiers or, as in Great 
Britain, free medical and legal 
services. 

The only trouble with this pic- 
ture is that the high standard of 
society, the community, or the 
nation as a whole, pleasant as it 
may be as a by-product, is utterly 
meaningless as an aim in its own 
right except in the eyes of those 
who put the group ahead of the 
individual and, appropriately, call 
themselves Socialists, Commu- 
nists, or Nationalists. They will, 
of course, delight in the expensive 
splendor, power, and standards of 
their social organism and its rep- 
resentatives in whose glory they 
find consolation for their own 
deprivations. 


But it is different with a demo- 
crat who, by definition, ought to 
be an individualist, not a societist. 
He is interested in the welfare; 
not of the group, but of the in- 
dividual. Up to a ceriain point, 
the interests of the two coalesce, 
and can be served at the same 
time, so that the improvement 
of group standards raises simul- 
taneously the standards of the 
individual. But when a -society 
becomes too big and too power- 
ful, its geometrically increasing 
demands soon assume such mon- 
strous prenortions thet thev cen 
be satisfied only at the expense 
of individual standards. From 
then on, every increase in pro- 
ductivity is absorbed in the bot- 
tomless barrel of social require- 
ments. Instead of butter. the 
citizens of an Overgrown society 
such as exists in all of our modern 
great powers must then produce 
guns or, at best, margarine: in- 
stead of private gardens, public 
parks; instead of homes, institu- 
tions; instead of best dressed ci- 
vilians, best equipped soldiers: 
instead of pleasure yachts, effi- 
cient subway services. 


Our Personal Standards 
Not Raised 


Naturally, all these add up to 
staggering totals and to a picture 
of great national wealth which 
delights our macroeconomists. But 
do they raise cur personal stand- 
ards? By no means! They are 
all goods which are needed, not 


wanted; necessities, to keep us 
afloat, not luxuries, to give us 
ease. Instead o*° being the sign 
of our advance, they are the meas- 
ure of our servitude. That is 
why we envy those who can do 
without them, not those who have 
to make use of them. For who, 
except a child or an a_olescent 
train mariac, would enjoy a ride 
in a subway, even t ough it be 
the world’s most efficient, and 
may cost only a dime? And who 
would enjoy depersonalized sky- 
scraper hospitals, lunatic asylums, 
or prisons, iowever modern and 
luxuriously appointed they may 
be? No one except madmen or 
those strange living-standard ex- 
perts who try to prove that their. 
possession is the symbol of our 
welfare rather than our misery. 
The only commodities in which 
our mass societies abound are 
thus not those of which we dream 
when we have dreams of wealth 
but those which, instead cf im- 
proving our condition, merely 
help us cope with the difficulty 
of living in vast multitudes which 
they have created. 

This is the reason why there is 
nothing strange in the fact that 
the present living standards of the 
United States as well as of all 
other great powers are lower not 
only than those which they them- 
selves could afford in the past 
when life within their frames was 
less crowded and pressing, but 
also those which can still be af- 
forded in many a smaller country 
today. For the larger the social 
crganism, the clumsier is its gov- 
ernmental apparatus, the hugher 
its problems, the more envied its 
wealth, the more dangerous its 
existence, the greater its army, 
the more vowerful its government 
—and the more urgent the need 
of subordinating individual de- 
sires to the survival requirements 
of society as a whole. Hence, lit- 
tle can be svared to benefit the 
individual at the same time when. 
paradoxically, the standards of 
the society of which he forms 
part, may reach their pinnacle. 
On the other hand, the smaller 
the country, thre less is it neces- 
sary to press its citizens into ex- 
acting social service, the more is 
it in a position to let them keep 
the fruit of their efforts for them- 
selves. 

Increasing Size and Population 

Density 

The vroblem of declining living 
standards is thus more closely 
linked to t>e imereasing size and 
povulation censity of the social 
unit within which we live t»an 
to econovic productivity, which 
rray be gigantic. and yet benefit 
not a sinzle in“ividual. In fact, 
if we co~mnvare the conditions un- 


der which the citizens of the 
world’s great powers such as 
China, Russia, Great’ Britain, 
France, live, with those enjoyed 
in small states such as Denmark 
Sweden, Switzerland, or Liech- 
tenstein, we may formulate this 
relationship with still greater 
precision and say that, once a 
community has passed the opti- 
mum limits of internal and exter- 
nal growth, the level of personal 
living standard begins to vary in- 
versely with the community’s size 
and rate of further expansion. 
From then-on, the sheer problem 
of maintaining itself becomes so 
complex that every increase in 
productivity must by necessity be 
diverted into assisting the group 
rather than its members. Not 
even the richest country on earth 
could increase the production of 
both social as well as personal 
consumer goods indefinitely, since 
the very fact of its growing power 
and wealth as a community de- 
pends ultimately on the degree to 
which it is able to deprive the 
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citizen of an ever increasing share 
of his work. 

Tle United States was the last 
of the great powers to reach this 
stage. Up to, and during, World 
War II, with our strength not yet 
fully developed, we were able to 
increase our output of guns along 
with that of butter. This is why 
“Life,” had it compared the con- 
ditions existing at the turn of the 
century with those of the year 
1945 instead of 1950, would have 
been substantially correct in its 
assumption of our steadily rising 
standard of living. But since then, 
a significant change has occurred. 
Not only has our power fully ma- 
tured. Unzer the impact of the 
new and unexpected dangers of 
the nostwar world, we were forced 
to expand it even further with 
the result that, at last, we too had 
to pass that fatal point in the de- 
veloprent of human society at 
which social and individual wel- 
fare, previously complementary, 
become mutually exclusive. 


The “Severer” Individual Pinch 


This can be seen from the in- 
creasing frequency with which we 
read such headlines as the one 
according to which President 
Truman’s Director of Defense 
Mobilization, Charles E. Wilson, 
forecast in 1952 “higher produc- 
tion but ‘severer’ pinch.”2 Ex- 
pressed differently, this meant 
nothing other than the offer of 
a higher social at the price of a 
lower personal standard of living. 
Nor has the advent of the Re- 
publican Administration changed 
anything in this, to judge from 
the repeated postponement of 
promised tax reductions or the 
admission of Mr. George M. 
Humphrey, President Eisenhow- 
er’s Secretary of the Treasury, that 
the Government may be forced 
not only to raise the national debt 
which it had previously thought 
to reduce, but to ask Congress to 
raise even the legally permissible 
debt limit above the present ceil- 
ing of $275,000,000,000.3 True, both 
Mr. Wilson and the spokesmen of 
the Republican Administration 
forecast at the same time that the 
pinch will level off once our arm- 
ament program has reached its 
peak. But it is in the nature of all 
military programs of great powers, 
particularly of the last two con- 
tenders for world supremacy, that 
they have no peak. For the mo- 
ment one has been reached, still 
higher altitudes must immediately 
be scaled to keep abreast of the 
opposing power which is likewise 
continuously driven upward in its 
hot pursuit of identical ends. 


This is the reason why Sir 
Basil Zaharoff,; the famous muni- 
tions magnate of the earlier part 
of the twentieth century, has so 
appropriately called armaments 
the only commodities defying the 
law of diminishing utility. The 
more one has of them, the more 
one wants. It is also the reason 
why the United States must be- 
come reconciled to the idea of 
following in the footsteps of all 
other great powers. This means 
that, in order to increase our 
military strength at the geometri- 
cally rising rate which each in- 
crease in the strength of the op- 
posing force necessitates, we have 
no other choice than to do the 
same thing Russia and Great 
Britain have found necessary to 
do long ago — pay for our high 
degree of social and national fit- 


2 See New York “Times,” Jan. 7, 1952. 


3 See New York “Times,” May 9, 1953. 

A tax reduction has been achieved'a year 
after the advent of the Republican Ad- 
ministration, but whether this will result 
in consumer benefits is highly doubtful, 
particularly in view of the simultaneously 
increasing momentum of a concurrently 
eveloping recession. Because of this as 
well as for reasons of defense, a tempo- 
rary reduction in taxes and government 
spending will as inevitably be followed by 
higher taxation and government spend- 
ing as was the case after a similar re- 
duction experiment in 1948. 
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ness by lowering our personal 
standard of living. Or, as Presi- 
dent Eisenhower said: “There is 
no sacrifice—no labor, no tax, no 
service—too hard for us to bear 
to support a logical and necessary 
defense of our freedom.” But 
whose freedom did he have in 
mind? Clearly that of our society, 
not of the citizen for whom there 
is nothing left but labor, tax, and 
service — a triumvirate that can 
hardly be called freedom. 


4 Analyzing the deceptive euphoria re- 
sulting from the pubiication of figures 
indicating an enormous output increase 
in Great Britain, the ‘“‘London Times” of 
Sept. 5, 1953, comes to the sober con- 
clusion that “in the past two years the 
aggregate volume of goods and services 
on which earnings could be spent has 
actually fallen. The proportions which 
different groups of income earners could 
take out of the pool could be varied, but 
the pool was smaller. ... There is no 
reason to suppose that the trend which 
has reflected the country’s difficulties 
since the war will quickly undergo any 
radical change for the better. There are 
mo easy times ahead.”’ 


U. S. Lost Over Billion 
Of Monetary Gold 
In 1953 


Treasury reports gold purchase 
abroad has practically ceased. 


The Treasury Department on 
March 8 made public a report of 
monetary gold transactions with 
foreign governments and central 
banks for the calendar year 1953. 
For the year as a whole, the out- 
ward movement of monetary gold 
from the United States amounted 
to $1,168 million; the only U. S. 
purchase of monetary during 
1953 was that of $4 million in the 
fourth quarter. These figures may 
be compared to U. S. sales of 
$331 million and VU. S. purchases 
of $725 million in calendar 1952. 

The gold outflow continued at 
a substantially reduced rate in 
1954. Net sales in January and 
February, not yet available for 
publication on a  country-by- 
country basis, were $48.1 million 
and $9.7 million, respectively. 


Lester Reeve With 
F. S. Smithers & Co. 


F. S. Smithers & Co., One Wall 
Street, New York City, members 
of the New York Stock Exchange, 
have announced that Lester E. 
Reeve has been appointed Re- 
search Manager for the firm. With 
his broad investment background 
that includes varied phases of 
the business, Mr. Reeve joins the 
firm after 16 years with Lazard 
Freres & Co., an investment firm, 
where he was Assistant to the 
President. 





Burton, Cluett to Admit 


Burton, Cluett & Dana, mem- 
bers of the New York Stock Ex- 
change on April 1 will admit 
Ralph S. Riggs to partnership. Mr. 
Riggs is manager of the Washing- 
ton, D. C. office, 1001 Connecticut 
Avenue, N. W. 

On March 31, Robert Cluett. III, 
will withdraw from the firm. 


Josephthal to Admit 


Josephthal & Co., 120 Broad- 
way, New York City, members of 
the New York Stock Exchange, 
will admit Oscar W. Petersen to 
partnership on April 1. 


Opens Office 


Clara S. Ballentine is engaging 
in a securities business from of- 
fices at 549 Academy Street, New 
York City. 


Form M. D. Blauner Co. 


Milton D. Blauner & Company, 
Inc. is engaging in a securities 


business from offices at 20 Broad 
Street, New York City. Mr. Blau- 
ner in the past was a partner in 
Otto Fuerst & Co. 
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Appointment of Franklin P. 
Christman, William Hotra and 
Chester T. Needham as Assistant 
Secretaries of Manufacturers 
Trust Company, New York was 
announced on March 12. All three 
men are officers in the Bank’s 
Personal Loan Department. 


Mr. Christman came to the 
Trust Company from the Federal 
Reserve Bank of New York. He 
will be Officer in Charge of Per- 
sonnel in the Personal Loan De- 
partment. 


Mr. Hotra joined the bank in 
1936 and will be an Administra- 
tive Assistant to the Executive 
Officer. 


Mr. Needham came to the bank 
in 1947 and will be in charge of 
Personal Loan Committee. 


Appointment of Robert A. 
Henry as an Assistant Vice-Presi- 
dent and Francis X. Reed as an 
Assistant Secretary was also an- 
nounced on March 18 by Mr. 
Flanigan. 


Mr. Henry came to Manufac- 
turers Trust in April, 1937. 


Mr. Reed came to Manufactur- 
ers Trust after service in World 
War II. 


Both Mr. Henry and Mr. Reed 
are assigned to the 513 Fifth Ave. 
Office of the bank. 

* % % 

Bank of the Manhattan Com- 
pany, New York has named Wil- 
liam J. Schusel Assistant Man- 
ager of their office at 104-17 
Queens Boulevard, Forest Hills, 
New York. 

* i 

The 25-Year Club of. Union 
Dime Savings Bank, New York, 
held its ninth annual dinner on 
Monday, March 15. 


The dinner this year was in 
honor of three new members of 
the club: M. Bernard Cooke, Ross 
D. Hill and John O'Donnell. J. 
Wilbur Lewis, President of the 
bank, presented 25-year pins to 
the new members. 

The three members joining the 
club this year bring the total 
membership to 46, including sev- 
eral retired members of the bank’s 
staff. 


* Ed 
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Edwin H. Biederman, Assistant 
Vice-President of The Dime Sav- 
ings Bank of Brooklyn, N. Y. re- 
tired on March 11 following com- 
pletion of 35 years service with 
the bank, it was announced by 
George C. Johnson, President. 

A veteran of World War I, Mr. 
Biederman joined the bank’s staff 
as a teller, Feb. 5, 1919. He was 
made an Assistant Secretary in 
1932 and was promoted to Assist- 
ant Vice-President, April 17, 1947. 
For the past seven years he has 
been the officer in charge of 
banking floor operations at the 
mairvoffice and the three branches 
of “The Dime.” 

Clinton L. Miller, of East Wil- 
liston, L. I., who has been with 
the bank’ for the past 30 years, 
and who has been Assistant Vice- 
President\in charge of advertising 
and public relations since 1941, 
assumed the duties Mr. Bieder- 
man relinquished upon his retire- 
ment. 

Thomas Blake, Jr., of Malverne, 
L. L, who is now Purchasing Of- 
ficer and also a member of the 
bankis staff for the past 30 years, 
has been placed in charge of ad- 
vertising and public relations. 

t 

John W. Hooper, President of 
the Lincoln Savings Bank, Brook- 
lyn, N. Y. announced that the 
board of trustees had declared, 
for the quarter ending March 31, 
1954, an extra dividend at the 
rate of 4% of 1% a year, in addi- 


% 
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tion to the usual dividend at 242% 
per annum. 

Mr. Hooper, also announced the 
passing of Joseph T. Stephens, a 
Trustee of the Bank. Mr. Ste- 
phens, formerly of Brooklyn, died 
at Mt. Kisco, N. Y. on March 16, 
following a heart attack. : 

Mr. Stephens had been a resi- 
dent of Brooklyn most of his adult 
life. He had been elected a Trus- 
tee of the Lincoln on March 11, 
1953, having devoted the major 
part of his life to the banking pro- 
fession. 

w w: % 

Consolidation of the Great Neck 
Trust Company, Greai Neck, N. Y. 
and the Franklin National Bank 
of Franklin Square, N. Y. under 
the name and charter of the latter, 
became effective March 5, it was 
announced by Arthur T. Roth, 
President of the Franklin Na- 
tional. 


The Great Neck Trust Com- 
pany from now on will be known 
and operated as the Great Neck 
Office of the Franklin National. 
Mr. James K. Ryan, formerly 
President of the Great Neck Trust 
Company, will be Vice-President 
in charge of the new office and a 
Director of the consolidated Bank. 
All of the employees will remain 
in their present positions. 


The Franklin National with this 
merger, has capital funds of $15,- 
000,000 and total resources of ap- 
proximately $220,000,000. Other 


banking offices are located in 
Franklin Square, Elmont, Rock- 
ville Centre, Floral Park, Levit- 


town, Farmingdale and Bellmore. 
* % * 


The promotion of Arden N. 
Smith from Assistant Treasurer to 
Assistant Vice-President has been 
announced by The County Trust 
Company, White Plains, N. Y. Mr. 
Smith heads the Credit Depart- 
ment of the bank’s Port Chester 


offices. 
ed 


ut 

Buffalo Industrial Bank, Buf- 
falo, N. Y. was given approval by 
the Banking Department of the 
State of New York, on March 5, 
to increase its capital stock from 
$500,000, consisting of 50,000 
shares of the par value of $10 
per share, to $625,000, consisting 





of 62,500 shares of the same par 


value. 
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A stock dividend effective 
March 5, The United National 
Bank of Cliffside Park, N. J. in- 
creased its common capital stock 
from $200,000 to $300,000. 


aw 
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The Peoples National Bank and 
Trust Company of Monessen, Pa., 
with common capital stock of 
$225,000 went into voluntary li- 
quidation, effective Feb. 26 and 
was absorbed by Mellon National 
Bank and Trust Company, Pitts- 
burgh, Pa. 

ws me 

Equitable Security Trust Com- 
pany, Wilmington, Del., and the 
First National Bank, Dover, Del., 
merged under the charter and 
title of Equitable Security Trust 
Company, effective March 1. A 
branch was established in the 
former location of the First Na- 
tional Bank. 


& 
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By the sale of new stock effec- 
tive March 3, The Citizens and 
Southern National Bank of South 
Carolina, Charleston, S. C., in- 
creased its common capital stock 
from $1,500,000 to $1,875,000. 


a 


The National Bank of Com- 
merce in New Orleans, La., an- 
nounced the death of their Vice- 
President Mr. W. W. Sutcliffe, Jr., 
on Feb. 5. 
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S. Clark Beise, son of a country 
doctor, and one who as a youth 
yearned to be a banker~ rather 
than follow his father’s profession, 
had achieved 
the highest 
post in pri- 
vate enter- 
prise banking. 

Mr. Beise 
has been 
named Presi- 
dent of The 
Bank of Amer- 
ica,-San Fran- 
cisco, Calif,, 
world’s larg- 
est bank. He 
was elected to 
that office on 
March 16 by 
the bank’s 
Board of Directors as successor to 
Carl F. Wente. 

The appointment takes effect at 
the month end, when Mr. Wente 
attains the age of 65 and retires 
as an acting operating officer of 
the bank. Mr. Wente will retain 
his seat on the board, however, 
and will also maintain some of 
his committee appointments. 

Mr. Wente had previously re- 
tired at 60, but was called back 
to take the presidency on the 


S. C. Beise 


adatom 
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death of L. M. Giannini in A 
1952. = 


The position of senior Vice- 
President currently held by Mr. 
Beise will not be filled at this 
time, it was stated. Fred a Fer- 
roggiaro, Senior Vice-Chairman of 
the Board and Chairman of the 
general finance committee, will 
assume the responsibility for act- 
ing as President during the lat- 
ter’s absences. 


Mr. Beise, the new Presiden 

was one of the “Discoveries” 

A. P. Giannini, founder of the 
bank. A graduate of University of 
Minnesota, Mr. Beise had served 
with banks in that state and Mich- 
igan, and in The Ninth Federal 
Reserve District as a national 
bank examiner, before coming to 
California to examine banks in 
the Twelfth District. 


After seeing him in action Mr. 
Giannini invited the young banker 
to join the Bank of America or- 
ganization, which he did in 1936. 
Mr. Beise earned rapid promotion 
to Vice-President, then to Exec- 
utive Vice-President, was elected 
to a seat on the board of directors, 
succeeded Mr. Wente as Chairman 
of the Managing Committee in 
1949, and attained the post of Sen- 
ior Vice-President in 1951. 


Following ths afternoon’s board 
meeting Mr. Beise stated he stood 
solidly for the Giannini banking 
philosophies on which the insti- 
tution had been built. “It was the 
dynamic spirit of this organiza- 
tion that attracted me to it,” he 
said, “and I intend to do all I 
possibly can to keep that spirit 
alive and to maintain the Bank 
of America as the leader in mod- 
ern, enlightened banking.” 


% 


a % 

John W. Carpenter has been 
elected a member of the board of 
directors of the Republic Na- 
tional Bank, Dallas, Texas, ac- 
cording to an announcement by 
Fred F. Florence, President of the 
bank. 

oe % wh 

The First National Bank of Los 
Altos, Calif., increased its: com- 
mon capital stock effective March 
3 from $150,000 to $250,000 by sale 
of new stock. 


G. Ebin Opens Office 


Gala Ebin is engaging in a se- 
curities business from offices at 
575 West End Avenue, New York 
City. 


Family Income Planning 

AMITYVILLE, N. Y. — Family 
Income Planning, Inc. has been 
formed with offices at 201 Bay- 
view Avenue, to conduct a securi- 
ties business. 






















LUCKHURST & COMPANY, Ine. 
40 Exchange Place, New York 5, N. Y. 


30,000 Shares 


COMMON STOCK 


This advertisement is neither an offer to sell nor a solicitation of offers to buy 
any of these securities. The offering is made only by the offering circular, 


REYNOLDS URANIUM 
CORPORATION 


Offering Price Cen Dollars per Share 


[Pe eee were See Se eS SSS SSS SSS SSS See ee Sess 


relating to 


Name 


Luckxnurst & COMPANY, Inc. 
40 Exchange Place 
New York 5, N. Y. 


Please send me a copy of the offering circular 


Reynolds Uranium Corporation, 





LL. eeaceseessevesaqtece 


Address 
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Our Reporter on Governments 








By JOHN T. CHIPPENDALE, JR. 


The cut in the prime rate from 34% to 3% by the large New 
York banks, together with the favorable rate of .0956% on the re- 
cently offered 94-day tax anticipation bills, gave the government 
bond market an impetus that served to push prices close to their 
highs for the year. ae 

The action of the market for Treasury obligations is giving 
evidence that further progress will be made on the upside by most 
of these issues because there is an ample supply of funds around 
that must be put to work even though commitments recently have 
not been as sizable as they were not so long ago. The small amount 
of hesitation that has been evident appears to be due largely to 
the feeling that prices have gone ahead a bit too sharply and it 
would not be unexpected or unfavorable for the market to react 
a bit. However, according to reports, the amount of bonds that 
have come in for sale and which might have a bearing on the 
market’s course of action have not been large enough to bring 
about even a very minor correction. 

Because of the belief that the long government market could 
advance to levels that might not be beneficial to holders of these 
securities, it is the opinion of many money market followers that 
a long-term bond, in not too sizable an amount, will be offered by 
the Treasury before the current fiscal year is over. 


Market Feeling Its Way 


The government market, according to money market special- 
ists, is in one of those in-between periods which means that until 
more tangible developments take place—and they will take place 
in the not too distant future—price trends of Treasury obligations 
will most likely be governed by what the financial district be- 
lieves the Treasury will do in the way of a new money offering. 
The use of tax anticipation bills was no doubt mainly for stop gap 
purposes in order that the powers that be could have more time 
in which to see what might develop in the business pattern. In 
addition, there is the question of the debt limit, which has not 
been settled yet but which might be resolved before the tax anti- 
cipation bills have matured. 





—-~- 








Continued Money Ease Expected 


With the market in an improved technical position which will 
be more evident when the tightness of the income tax payments 
begins to wear off, the demand for the higher income Treasury 
obligations will again be asserting itself. Money is available for the 
purchase of government issues and these funds will be going into 
Treasury obligations because it is important that income be main- 
tained. Also the outlook is for continued easy money because the 
business pattern has shown a greater deterioration than was ex- 
pected not so long ago. As long as economic conditions are going 
to be on the defensive there is no reason to believe there will be 
anything but easier money conditions. This seems to indicate 
that a further reduction in the rediscount rate would not be un- 
expected while a lowering of reserve requirements would most 
likely be a part of the easier money pattern. 


How High Will Prices Go? 


The easy money conditions which have been with us for quite 
a spell now will continue and this will keep the pressure on the 
higher income government obligations. Because the supply of 
these securities is not increasing, it is understandable why quota- 
tions have advanced as sharply as they have. This brings up the 
question as to what levels will prices of the outstanding market- 
able long-term government bonds go with the continued easy 
money conditions. 


There have been instances in the not too distant past when 
quotations on the most distant government obligations went to 
levels that were not only ridiculous but were also very dangerous. 
This was proved when it was necessary to move away from the 
“pegged” and protected government bond market because of the 
inflationary developments that had come about due to the very 
easy money conditions which were being fostered by the monetary 
authorities. Long-term issues of government bonds went down in 
price over a period of time (with the sharpest part of the decline 
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We are pleased to announce that 
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has become associated with us and has been 
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taking place in a very short space of time) to levels that made 
the owners of these securities very unhappy, to say the least, over 
what had happened. 


It was the same old story again of having to sacrifice the gov- 
ernment bond market in order to effect deflationary monetary 
measures that would have a greater benefit for the economy as a 
whole. 


New Long-Term Issue Indicated 


To be sure, the longer-term 24%2% bonds have just made it 
back to the 100 level and there is no doubt but what the rise in 
quotations for these securities has created a much different atti- 
tude towards the whole government market. Likewise, there has 
not been any increase in the supply of long government bonds for 
quite a spell which means that the outstanding ones have been 
pretty well digested by now. 
be put to work and unless there is a new issue of long-term gov- 
ernment bonds, the outstanding ones will have to be bought. This 
could drive up prices of the longer-term 2%s and the 3%4% bond 
to levels that might not be favorable for the market. It would not 
be a good thing to have another sharp setback in the government 
bond market because prices got out of hand and went up too high 


Investors have funds which must 


and too rapidly. 


Accordingly, it seems as though a new issue of a long-term 
government bond, even if only of the token variety, will be offered 
in the near future in order to keep the long-term market from 


getting too far out of line. 





Investors Did Not Fare So Well in 53 


Albert Y. Bingham, Vice-President of Chicago Title and Trust 
Company, contends, even on assumption of a gain of 10 points, 


investors had extremely high 


Investors in common stocks did 
not have as much chance to make 
money in 1953 as one might think. 
This is the conclusion of Albert 
Y. Bingham, Vice-President of 
Chicago Title and Trust Company 
and head of the companys invest- 
ment division. 


On the assumption that a gain 
of 10 points is the minimum to 
provide a worthwhile profit on 
shares held for one year, Mr. 
Bingham pointed out that an 
analysis of the 1953 market from 
this point of view shows that in- 
vestors had extremely high odds 
against them last year. 


Mr. Bingham points out that of 
the more than 1,600 common 
stocks listed on the New York 
Stock Exchange, only 22 rose 
more than 10 points during 1953. 
This was less than 2% of the 
stocks listed. A number of these 
were high priced issues, such as 
International Business Machines 
and du Pont, for which an ad- 
vance of 10 or 11 points repre- 
sented a small percentage of gain. 
There were only a half dozen 
stocks in the entire market where 
the advance in relation to cost 
was significant. Examples were 
Scott Paper, Pennsylvania Glass 
and Sand, New York Shipbuild- 
ing, Gillette, and Cincinnati Mill- 
ing Machine. 

Mr. Bingham gave the follow- 
ing breakdown by industries of 
the 22 stocks that rose 10 points 
or more in the past year, as shown 
in the analysis prepared by the 
Chicago Title and Trust Com- 
pany’s investment division: 


Air conditioning .....____ 2 
EES es 1 
RITE PRES Ft 3 
TE ons cecint eetttndindin ee 1 
ee Pin cktnanaiitalinnsal 1 
Office Equipment ________ 1 
Machine Tools ........... 1 
Rint “a Miectctkadin tn inoddintitnituttaiinn doen 1 
a Saar ea 2 
i | ae 
Shipbuilding istomendideendion Cae 
ED eo in ais itiiniets tidtes tae 
Miscellaneous ________._~ 5 


The analysis also reveals that 
there were 88 common stocks 
which declined 10 or more points 
last year and another 67 dropped 
sharply although not as much as 
10 points. Of the 88 which went 
down more than 10 points, there 
were a number which declined 
considerably more than 10 points, 
Chrysler (365;), New York and 
Harlem (35), Texas Pacific Land 
Trust (5042), Texas Gulf Sulphur 
(29%), St. Louis Southwestern 


(76), U. S. Smelting (28%), North- 
ern Pacific (28%). 
The breakdown by industries of 


odds against them last year. 


stocks that ended the year 10 
points or more lower is as follows: 


AR TRS ta Eze el 2 
Auto Accessory ._.... ._- 8 
See ae 2 
Er a a 6 
RR ea 1 
Farm Equipment —-_-._--- 3 
EN ARE SAA 2 
IPE a le” Ai 3 
Ges Pipe Line ........... 1 
Investment Trust ._..____ 1 
gE 2 
ea a 2 
SEES Tia ee 11 
Office Equipment ________ 1 
Re Sy! re ee 11 
Radio-Television —...._ _- 3 
AC RR ar Ee 14 
, see sesr set, See 7 
Miscellaneous ~._...___ _~ 8 


There is no public utility or 
airline stock in either group. 
American Smelting, Chrysler and 
International Nickel, three Dow- 
Jones Industrial Stocks, were 
among those down 1@ points or 
more. Du Pont and General Elec- 
tric were the only Dow-Jones In- 
dustrial Stocks to rise at least 10 
points last year. 


The analysis showed there were 
also 45 preferred stocks which 
dropped 10 points or more in 1953 
and only six preferreds rose by 
that amount. Of the six strong 
preferreds five are convertible and 
the sixth—United Dye and Chem- 
ical—is expected to benefit from 
a recapitalization plan. 


Mr. Bingham stated, “The Dow- 
Jones summarfes and other re- 
ports seemed to indicate—on the 
average for the year—a reason- 
ably strong market. Yet, the great 
majority of individual investors 
as well as investment trusts have 
found in looking back on the year 
that their gains were small or 
non-existent. Many person have 
been telling themselves that it 
was just their particular holdings 
which failed to advance substan- 
tially. In reality, only a handful 
of common stocks increased in 
value in 1953. 

“It required the highest skill, 
experience and research to make 
money in the market last year, 
the year’s record business volume 
notwithstanding. The odds against 
doing so were very high.” 


With Garrett Bromfield 
(Special to Tue Frvanciat Curowiciz) 
DENVER, Colo.—Robert F. Ba- 
roch has been added to the staff 
of Garrett-Bromfield & Co., 650 
17th Street, members of the Mid- 
west Stock Exchange. 





“Investigate, Invest 
And Watch” 


In the final lecture on March 11, 
of a series of six in an Adult Edu- 
cation Course of the Greenwich 
Y.M.C.A. on “How to Make In- 
vestments’— 
a series given 
in cooperation 
with the New 
York Stock 
Exchan g e— 
Joseph A. 
Lettman,a 
graduate of 
Boston Uni- 
versity, asso- 
ciated with 
Merrill Lynch, 
Pierce, Fen - 
ner and Beane, 
members of 
the New York 
Stock Ex- 
change, took for his theme “In- 
vestigate, Invest and Watch.” The 
series of lectures were designed 
to broaden the education of those 
interested in becoming investors. 


Mr. Lettman told his audience 
that once the prospective investor 
has selected his category he then 
designates an industry suitable 
to his objectives, whether of the 
defensive, growth, or speculative 
type, and from this industry se- 
lects the company or companies to 
consider. Once the company has 
been selected, it is necessary to 
examine next whether or not a 
bond, preferred or common stock 
is most suitable. Then he followed 
with a discussion of the relative 
characteristics of these three types 
and their function in a company’s 
program. 


Under the approach to the se- 
lection of the company and the 
specific security, advice was 
given by Mr. Lettman as to the 
procedure in seeking competent 
advice and caution as to the selec— 
tion of any security on the basis 
of mere rumor or “hot tips.” Next 
the investors were advised with 
regard to the timing of a purchase 
with suggestions made as to the 
selection of a security price-wise 
—not trying to buy at the bottom 
and sell at the top, etc., and a 
discussion of forecasting in rela— 
tion to the market and the various 
approaches to the development of 
facts and figures to assist in de- 
termining whether or not a secur- 
ity is at a point of desirable pur- 
chase. 

Several moments were devoted 
to a discussion of the dollar aver— 
aging method of investment and 
one or two studies were cited to 
indicate how this method func— 
tions over a period of time. 


There were a number of ques- 
tions concerning the advantages 
and disadvantages of selling short 
and these were explained by Mr. 
Lettman in detail. Investors were 
advised to have a periodic review 
of their securities in order that 
they may not become complacent 
about any specific company held. 
Oftentimes, by virtue of changing 
economic conditions, the speaker 
noted, it is necessary to consider 
switching from one company inte 
another. 

A brief discussion of the com=- 
modity markets and how they 
function in our economy wags 
given with specific instances of 
how the futures markets function 
for both tradesmen and specula- 
tors. 


The presentation of the above 
material was followed by a ques- 
tion and answer period lasting 
three-quarters of an hour. This 


afforded the audience the oppor- 
tunity of probing into areas of 
thought which were of particular 
concern to them. Mr. Lettman 
pointed out that audience partici- 
pation in this manner appears ta 
offer one of the most excellent 
means of educating investors, by 
making them feel they are a part 
of the over-all discussion. 





Joseph A. Lettman 
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CONSOLIDATED STATEMENT OF INCOME AND 























HIGHLIGHTS UNDISTRIBUTED EARNINGS EMPLOYED IN THE BUSINESS 
From the Company’s 1953 Annual Report For the Years Ended December 31, 1953 and 1952 
1953 1952 Gross INCOME: <i ine ee ae 
Fi cial I Ce i $1,558,814,244 $1,510,073,199 
men Dividends, interest and other income ___ 72,836,455 __ 78,376,942 
f $1,631,650,699 $1,588,450,141 
UN EE on dh coco noes sa paw Sees ds we cbbean $ 192,600,078 $ 181,242,172 Ovenatine Cuances: : ane “— 
: Costs, operating, selling and general expenses... $1,145,040,752 $1,135,043,368 
Net income per share teeter ee cette e cena e§ 701 § 6.59 *Taxes (other than income) ; Pes 48,809,509 46,702,254 
a Dry hole costs 31,548,693 35,176,058 
Cash dividends paid per share ............ .$ 3.40 §$ 3.00 Amortization of intangible development costs 54,212,941 46,741,996 
ST. o> cKibiee 4 Ua Gb isa ch bude widen bt 73,907,189 67,768,408 
Net book value per share (end of year) ...... $ 50.91 §$ 48.19 Depletion and leases surrendered .......... 23,255,249 19,335,508 
$1,376, 774,332 333 $1, 350,767,592 
ee Gas GONG OE DOGED. i 0.6 ci cc cce cctcvens $1,805,481,497 $1,736,081,000 $ 254,876,366 $ 237,682,549 
Interest CHARGES . ; 6,695,979 6,555,371 
Working capital (end of year) ............... $ 484,710,549 $ 464,126,528 $ 248,180,387 $ 231,127,178 
Provision ror INCOME AND Excess 
Prorits Taxes .. I ee 52,400,000 47,200,000 
Net INCOME BEFORE Mencesry lorvesase. bateh as $ 195,780,387 $ 183,927,178 
: Minoriry Interest in Net INCOME oF A 
Operating Barrels per day CANADIAN SUBSIDIARY ..__ 3,180,309 = 2,685,006 
Net Income ror tHe YEAR $ 192,600,078 $ 181,242,172 
Gross crude oil and condensate produced ocesvtece 433,137 394,331 U NDISTRIBUTED EARNINGS EMPLOYED IN THE 
Business at Becinninc or Year**.. 639,568,264 534,835,584 
Crude oil and condensate delivered by pipe lines 566,290 587,260 $ 832,168,342 $ 716,077,756 756 
App: 
EE Nilo ods csddb ee ts ovewsd sens odsendee 543,210 525,130 Adjustment incident to consolidation of a 
Canadian subsidiary . aca + _— 5, eee ,621 
PON ckSd ecawsec aba deewes deer 554,693 539,548 $ 832,168,342 $ 722, & 9,377 
Depucr: 
Cash dividends declared ... 93,434,516 82,491,113 
Undistributed earnings of subsidiary 
companies operating in Brazil eliminated 
The Company’s interest in operations of non-sub- from consolidation > ___ 24,362,653 od. 
sidiary companies, not reflected above: $ 117 ,797, 169 $ 82,491,113 
Unpistaisuteo Earnincs EMpPLoyep IN THE 
Giommp anes GEE GOUGING «6 oc oc cece scscccces 327,691 309,528 Business at Enp or Year** } $ 714,371,173 $ _ 639,568,264 
ge AP TERETE TT: Pee eer 219,903 195,389 * In addition, motor fuel and oil taxes were paid (or accrued) to United States 
and Canadian governmental agencies in the amount of $283,925,103 during 
1953, and $272,849,030 during 1952. 
** Includes $25,000,000 appropriated as a reserve for contingencies. 
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ASSETS LIABILITIES AND STOCKHOLDERS’ EQUITY 
1953 1952 1953 1952 
Current Assets: Current Liasicities: 
GO nc care ccdsvesdcccsvvecceveccvsscess $ 147,808,706 $ 126,095,669 Notes and contracts payable ................-. $ 11,335,345 §$ 9,143,744 
U. S. Government short-term securities, at cost. . 93,063,651 79,662,195 Accounts payable and accrued liabilities 125,666,995 127,438,973 
Accounts and notes receivable, less allowance for Estimated Federal) income and excess profits 
GamAE. GROOMED. 060 oes ccc ce dices ccscces 137,641,925 134,797,279 taxes (less U. S. Treasury obligations held for 
I tori payment of taxes: 1953—-$62,000,000; 1952— 
ms EY 5 2 nec kh Seed cea tnd) ecceaeenen 10,036,227 10,840,587 
Crude and refined oil products and merchan- 7 sescsinialana et ; 
dise, at cost determined on the first-in, first- Total current liabilities ... $ 147 038, 567 $ 147,423,304 
out method, which in the aggregate was 
lower than market ....-..--.-------++++ 220,411,212 230,114,730 Seat oh a lel ues al $ 219,527,543 $ 226,288,949 
Materials and supplies, at cost .... 32,823,622 40,879,959 
Total current assets .........0.00.005. $ 631,749,116 $ 611,549,832 waneene 
a: ‘ Employes’ pension plan » 8,951,567 - $ 10,015,353 
INVESTMENTS AND ADVANCES............-.++..:. $ 130,607,973 $ 140,234,483 Incentive compensation plan—net 1,944 487 861,902 
Total reserves ..... $ “10, 896, 054 $ “10, 877, 255 
Proreaties, PLant ann Equirment—at Cost: hain auniani 
PUBRMEN oo cc cb ececicdodsccedssossccccooes $ 983,952,935 $ 868,718,396 
PRP BS 163,839,985 148,909,247 Eourry or Minority INTEREST IN A 
; ; Su 2,0 
ee  ananne 484,899,487 461,579,924 CANADIAN SUBSIDIARY $ 23,766,960 $ 22,042,028 
Ss Sirs odd bene o 0 ORE RSH es 8b e600 08484 118,140,174 103,072,758 . : ‘ 
I . «MUSE acdacubeie Biel ob vsces 249,224,343 254,223,258 Seocgmetsens Geuarv: 
i. nit... tscaenaeeseesaneseetcehene 8,450,995 7,711,474 Par value of capital stock issued—27,595,248 
—_—_—_—_—_—_—__ shares, $25 each, including treasury stock 
$2,008,507,919 $1,844,215,057 (authorized—40,000,000 shares) $ 689,881,200 $ 689,881,200 
Net properties, plant and equipment ...... $1 018,238, 080 $ 957,0 085, 922 (including $25,000,000 appropriated as a re- 
ae Tt serve for contingencies) 714, 371, 173 639 568,264 
NEES sins > doo od-o0 de oncns oad S. 24806,028-..$  27.210,368 Total stockholders? equity $1,404,252,373 $1,329,449,464 
. $1,805,481,497 $1, esanenened $1,805,481,497 $1, 736,081,000 
be s "The foregoing financial statements are taken from the 1953 Annual Report, dated March 17, 1954, to stockholders of The Texas Company, and should be read in conjunction 






with such report which contains the Notes to Consolidated Financial Statements and the certificate of Messrs. Arthur Andersen & Co., Auditors, accompanying the financial 
statements. A copy of the report to stockholders may be had upon application to The Texas Company, 135 East 42nd St., New York 17,N. Y. The said financial statements and report 
are not intended to constitute an offer, solicitation of offer, representation, notice, advertisement, or any form of a prospectus in respect of any security of The Texas Company. 
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Eisenhower Warns 
On More Tax Cuts 


In nationwide radio hook-up, President stresses defense needs 
of the nation and voices strong opposition to lowering of in- 


come tax exemptions. 


Warns against continuous Federal 


budget deficits, but approves some tax changes, including a 
moderate reduction of double taxation of dividends. Reveals 


raising individual income tax 


exemptions to $1,000 would 


reduce tax-payers by one-third and cost government $8 billion. 
Wants no reduction of corporation income tax. 


Speaking over a nation-wide 
radio hook-up on March 15, Pres- 
Adent Dwight D. Eisenhower told 
of the nation’s revenue needs and 
voiced opposition to substantial 
cuts in taxes. 

The text of the President's ad- 
dress follows: 


I would like to talk with you to- 
might about something that con- 
cerns each of 
us personally 
and directly— 
especially on 
March 15. I 
want to talk 
about our 
taxes — and 
about the new 
tax program 
that the Con- 
gress will de- 
bate this 
week. 

Now I can 
talk only 
about a few 
essential facts 
in this program because, my 
friends, this 900-page book is the 
mew tax program, and this 500- 
Page book is the explanation made 
by the Ways and Means Commit- 
tee of the House of Representa- 
tives to the House regarding this 
bill. You and I tonight will be dis- 
cussing only a very few of the 
items. 

We 


Pres. Eisenhower 


recognize, of course, 
taxes are necessary. We know 
that through taxes our govern- 
ment gets the money to carry on 
its necessary functions. The most 
costly is defense. 

Only at our peril may we pur- 
sue a penny-wise, pound-foolish 
policy in regard to the nation’s 
security. In the past year, we 
have been able to make real sav- 
ings in defense costs. But despite 
these savings, 70 cents out of each 
dollar spent by your government 
still go for defense purposes. 

The remaining 30 cents go for 
many things: To meet our obliga- 
tions to veterans, to carry on im- 
portant activities overseas, to pay 
for the interest on the gigantic 
public debt, and to do within our 
country what Abraham Lincoln 
described as “those things which 
the individual cannot do at all or 
so well do for himself.” 

I know how burdensome your 
taxes have been and continue to 
be. We are watching every ex- 
penditure of government — to 
eliminate waste, duplication and 
luxury. But while we are insist- 
ing upon good management and 
thrift in government, we have, at 
the same time, asked the Congress 
to approve a great program to 
build a stronger America for all 
our people. 


that 


Administration’s Aims and 
Objectives 
Thus: 


We want to improve and ex- 
pand our Social Security program. 

We want a broader and stronger 
system of unemployment insur- 
ance. 

We want more and better homes 
for our people. 

We want to do away with slums 
in our cities. 

We want to foster a much im- 
proved health program. 

We want a better and a lasting 
farm program, with better re- 
clamation and conservation. 

We want an improved Taft- 
Hartley act to protect workers and 
employers. 


We want wider markets over- 
seas for our products. 

We want—above all—maximum 
protection of freedom and a 
strong and growing economy—an 
economy free from both inflation 
and depression. 

Most of these things cost money. 
Without adequate revenue, most 
of them would be abandoned or 
curtailed. That is why our tax 
proposal is the cornerstone of our 
whole effort. It is a tax plan de- 
signed to be fair to all. I am sure 
you join me in the hope that the 
Congress, before it adjourns, will 
approve this entire program. 

Along with this great plan for 
America, we want also to reduce 
your taxes so you can save or 
spend more of your own money, 
as you personally desire. 

Now to reduce taxes, we had 
to find some way of saving money 
for despite many years of heavy 
taxation, our government has 
been running deeper and deeper 
into debt. A year ago, this Ad- 
ministration inherited a budget 
calling for a spending program 
that we have since reduced by 
$12 billion. Of this total saving, 
$7 billion is being made this year. 

Now, $7 billion is so much 
money even in Washington— 
that its hard to know what it 
really means. Let’s.see if we can 
get some idea of how much it is. 

The money American farmers 
got last year for all the corn and 
all the wheat grown in our entire 
country was $7 billion. 

The money Americans paid in 
all of last year for household util- 
ities and fcr fuel amounted to $7 
billion. 

The money Americans pay each 
year for doctor, dentist, medical 
and hospital bills is $7 billion. 

I think you will agree that we 
have, indeed. saved a lot of 
money. Without these savings 
there could have been no tax re- 
lief for any one. Because of these 
Savings, your tax cuts were pos- 
sible. 


Some Tax Cuts 


On Jan. 1, this year your taxes 
were cut by $5 billion. The tax 
revision program now in Con- 
gress will cut taxes by over $1.5 
billion. The total may be nearly 
$7 billion. Thus the government 
is turning back to you about all 
that we expect to save this year. 
Meanwhile, we are seeing to it 
that the government deficit, in- 
stead of growing, may continue 
to shrink. 

Now, in the light of all this, 
let’s look at the tax program now 
in Congress. 

To start with, it 
time in half a century 
tax laws have been completely 
overhauled. This long overdue 
reform of old tax laws brings you 
benefits which go beyond the tax 
reductions I have just mentioned. 
Millions of individual taxpayers 
— many of you listening — will 
benefit. 


the first 
that our 


is 


Here are some examples: 

You will have larger deductions 
for your medical expenses. 

There will be special deductions 
for the cost of child care for those 
among you who are widows who 
work. 

Fairer tax treatment for the 
widows of policemen and firemen 
and others who have fraternal or 
private pension plans. 

Fairer tax consideration 
those of you who are retired. 

Deductions of up to $100 a week 


for 
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for those of you receiving sick- 
ness or accident benefits. 

There are, in addition, impor- 
tant provisions to encourage the 
growth and expansion of industry, 
the creation of jobs, and the start- 
ing of new and small businesses. 

One of these provisions is of 
particular interest to those among 
you who have made or want to 
make investments to help meet 
the expenses of a growing family 
or of old age. 


Proposed Dividend Tax Reduction 


This year we propose to reduce 
by a moderate amount or percent- 
age the existing double taxation 
on dividend incomes. 

This will be important to all of 
us, whether our savings are large 
or small. It will encourage Amer- 
icans to invest in their country’s 
future. And let us remember this: 
The average investment needed to 
buy the tools and facilities to 
give one of our people a job 
runs about $8,000 to $10,000. The 
more we can encourage savings 
and investments, the more pros- 
perous will be 160 million Amer- 
ican citizens. 

_Just as we need more spending 
by consumers, so we need buyers 
for items produced by heavy in- 
dustry—for lathes and looms and 
giant generators. The making of 
these things gives jobs to millions 
of Our people. This carefully bal- 
anced tax program will encour- 
age this kind of production, It 
will make new jobs, larger pay 
rolls and improved products, It 
will give us lower price tags on 
many of the things we want and 
need. 

On Corporation Taxes 


And there is another important 
part of this-program. It concerns 
the income tax On corporations. 
Under the law, this tax would be 
reduced two weeks from today. 
I have asked the Congress to keep 
this tax at 52% and not to: permit 
it to go down to 47% at this time. 
The extension of this extra tax 
on corporations will provide 
enough money to pay the costs 
of the benefits this tax revision 
program will bring to individuals 
and business. 

So, there you have, in broad 
outline, the new tax revision pro- 
gram. I most earnestly hope that 
the Congress will pass it. 

But—this is an election year. 
Some think it is good politics to 
promise more and more govern- 
spending, and at the same time, 
more and more tax cuts for all. 
We know, from bitter experience, 
what such a policy would finally 
lead to. It would make our dol- 
lars buy less. It would raise the 
price of rent, of clothing, and of 
groceries. It would pass on still 
larger debts to our children. 


Opposes Raising Exemptions 


Some have suggested raising 
personal income tax exemptions 
from $600 to $800, and soon to 
$1,000, even though the Federal 
budget is not in balance. You've 
seen this kind of deal before. It 
looks good on the surface but it 
looks a lot different when you dig 
into it. 


Against $1,000 Exemption 


The $1,000 exemption would ex- 
cuse- one taxpayer in every three 
from all Federal income taxes. 
The share of that one-third would 
have to be paid by the other two- 
thirds. 

I think this is wrong. I am for 
everybody paying his fair share. 

When the time comes to cut in- 
come taxes still more, let’s cut 
them. But I do not believe that 
the way to do it is to excuse mil- 
lions of Americans from paying 
any income tax at all. 

The good American doesn’t ask 
for favored position or treatment. 
Naturally he wants all fellow cit- 
izens to pay their fair share of the 
taxes, and he wants every cent 
collected to be spent wisely and 
economically. But every real 
American is proud to carry his 
share of the burden. In war and 


peace I have seen countless ex- 
amples of American pride and the 
unassuming but inspiring courage 
of young American citizens. I 
simply don’t believe for one sec- 
ond that any one privileged to live 
in this country wants some one 
else to pay his own fair and just 
share of the cost of his govern- 
ment. 

Aside from that, let’s just be 
practical. The loss of revenue in- 
volved in this proposal would be 
a serious blow to your govern- 
ment. 

A $100 increase in the exemp- 
tion would cost the government 
$2.5 billion. To increase the per- 
sonal exemption to $1,000 would 
cost $8 billion. This, of course, 
would be on top of the large tax 
cuts our savings have already 
made possible this year. 

In your interest, I must and 
will oppose such an unsound tax 
proposal. I most earnestly hope 
that it will be rejected by the 
Congress.’ I hope you feel the 
same. 

Every dollar spent by the gov- 
ernment must be paid for either 
by taxes or by more borrowing 
with greater debt. To make large 
additional savings in the cost of 
government at this moment means 
seriously weakening our national 
defense. I do not know any friend 
of the United States who wants 
that, under present world condi- 
tions. The only other way to 
make more tax cuts now is to 
have bigger and bigger deficits 
and to borrow more and more 
money. Either we or our children 
will have to bear the burden of 
this debt... This is one kind of 
chicken that always comes home 
to roost. An unwise tax cutter, 
my fellow citizens, is no real 
friend of the taxpayer. 


Sees No Serious Depression 

Now, this evening I mustn't 
overlook those among us who 
are professionally faint-hearted. 
They have been arguing lately 
that we are on the very brink of 
economic disaster. Viewing with 
gloom is only to be expected in 
the spring of an election year. The 
truth is, we do not have a depres- 
sion. And what’s more as I have 
said time and time again, your 
government will continue to use 
its full powers to make sure that 
we don’t have one. 

A month ago, I «expressed to 
the Congress my belief that we 
would be able to go from war‘*time 
to peacetime conditions without 
serious economic trouble. Nothing 
has happened since to change my 
mind. 

Some unemvlovment has de- 
veloped in different parts of the 
country, but the nation as a whole 
continues to be prosperous. Un- 
employment has reached about 
the level it was in the spring of 
1950. The broad program I have 
proposed to the Congress will 
strengthen our economy. When 
it is approved by Congress, it will 
both increase the number of jobs 
and make every man secure in 
that job that he has. 

Of course, every one wants tax 
reductions of the right kind, at 
the right time. That specifically 
includes this Administration. This 
has been proved by the large tax 
cuts we have already made pos- 
sible this year. But economic con- 
ditions do not call for an emer- 
gency program that would justify 
larger Federal deficits and further 
inflation through large additional 
tax reductions at this time. 

My friends, a century and a 
half ago, George Washington gave 
us some good advice. He said we 
should keep a good national de- 
fense. He also said we should not 
ungenerously impose upon our 
children the burden which we 
ourselves ought to bear. 


I know you and I agree with 
him on these points. 


We agree, too, on efficiency 
in government, and a forward- 
looking program for a stronger 
America—an America whose peo- 
ple know good health and pros- 
perity—and who are secure, day 
and night, from fear at home or 
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abroad. That is the aim of this 
tax program. 2 

That goal, my fellow citizens, 
is a goal worthy of our people. 


Wisconsin Pub Serv. 
Offer Underwritten 


Holders of common stock of 
Wisconsin Public Service Corp. 
are being offered rights to sub- 
scribe for 316,867 additional 
shares of the utility’s common 
stock at a subscription price of 
$18.40 per share on the basis of 
one new share for each seven 
shares held of record March 12, 
1954. The subscription offer will 
expire on March 30, 1954. Out of 
the total offering, up to 10,000 un- 
subscribed shares will be offered 
to the company’s employees at 
the same price and the remaining 
unsubscribed shares will be pur- 
chased from the company by an 
underwriting group headed joint- 
ly by The First. Boston Corp.; 
Merrill Lynch, Pierce, Fenner_& 
Beane; Robert. Ws Baird & Co., 
Inc., and William Blair & Co. 


Since 1951, dividends on the 
common stock have been paid 
quarterly at the rate of 27'2 cents 
a share, or an annual rate of $1.10 
a share. 


Proceeds from ‘the offering will 
be used to repay approximately 
$1,000,000 in bank loans recently 
incurred in connection with cur- 
rent construction and the balance 
of the proceeds will be applied to 
the $14,500,000 in construction 
costs estimated for 1954. A major 
item in the present program is 
completion of 60,000 kilowatts of 
additional generating capacity. 

The company supplies electric- 
ity and gas in northcentral and 
northeastern Wisconsin. During 
the past five years, the number of 
electric customers has increased 
15%, gas customers. increased 
11%, net property increased 49% 
and electric generating capacity 
rose 70%. 

Total operating tevenues for the 
year ended Dec. 31, 1953, amount- 
ed to $29,996,000 and net income 
was $4,180,000, equal after pre- 
ferred dividends* to $1.54 per 
average share of common stock. 


Clearing Corp. Appoints 
New Officers 


Bertram R. Lowenfels has been 
appointed President of the Amer- 


ican Stock Exchange Clearing 
Corporation and Chairman of its 
Executive Committee. Charles J. 
Kershaw and Joseph F. Reilly 
were appointed Vice - President 
and Second Vice-President, re- 
spectively. David U. Page was ap- 
pointed Secretary and Treasurer 
and Robert A. Kugler was ap- 
pointed Assistant Treasurer. These 
officers were also appointed mem- 
bers of the Executive Committee. 
C. E. Sheridan was reappointed 
Assistant Secretary. 

Kenneth W. Martin, Fred W. 
Nuppnau and Joseph F. Reilly 
were elected Directors to serve 
until the annual meeting in 
March, 1957. 


M. S. Wien & Co. 
Moving to Jersey City 


M. S. Wien & Co. announce that 
the firm is removing its offices 
to 1 Exchange Place, Jersey City 
2, N. J. It will continue with the 
same personnel and will act as 
dealers in domestic unlisted secu- 
rities, bank and insurance stock, 
real estate bands, reorganization 
securities and foreign issues. 


Stern, Frauenthal Forming 
Richard H. Stern and Herman 
C. Frauenthal, member of the 
New York Stock Exchange, on 
April 1 will form Stern, Frauen- 
thal & Co., with offices at 14 Wall 
Street. Mr. Stern was formerly a 
partner in Einstein & Stern. 
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THROUGH ° . 
record earning year, our emphasis 
NATIONWIDE ad de P Dec. 31,1953 Dee. 31, 1952 
sussipiaries 2S 0nconsolidation of previous —_—_G, oss Earnings .............. $ 34,054,675 $ 31,352,265 
growth and training of man- Operating Expenses .......... $ 22,608,225 $ 20,180,727 
power. With economic factors PD NOs h% bkn te ccs eds $ 5,785,725 $ 5,960,493 
: d a hicl Minority Interest in Earnings. . .$ 379,863 $ 382,709 
: expects to remain Ms ae Net Earnings ................ $ 5,280,862 $ 4,828,356 
i level, we feel conditions warrant Preferred Dividends .......... $ 540,611 $ 306,408 
PLC the use of our trained man- Number of Common Shares... . . 2,067,626 2,055,315 
pass f . 4 1954 Earnings Per Common Share. . . $2.29 $2.20 
semaet tiie aig Or ahaha an _ Dividends Per Common Share. . . $1.60 $1.60 
corporation =» ‘his expansion, together with Total Loans Made............. $232,852,229 $239,121,040 
termination of Excess Profits Number of Loans Made........ 737.168 765,722 
T ain ke 1954 Average Iloan Made........... $316 $312 
SACS, SVEN ARS £70 Notes Receivable Outstanding. . .$145,430,877 $137,013,808 
another record year. Number of Branch Offices... .. 296 283 
use seo 
— Cee 
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ASSETS 

Dec. 31, 1953 Dec. 31, 1952 
A OR rere Pi OY RAL oa ee ee $ 13,960,159 $ 12,284,835 

GPL Installment Notes 
l 3 nein. si ws wie .6e dbs BERS WéC e's baer 140,167,733 131,976,786 
GENERAL PUBLIC LOAN Accrued Interest Receivable .................44. 1,091,684 1,012,556 
en te ee ee ore ee ee 155,219,576 145,274,177 
Property—net book value...............000000 1,345,483 1,319,986 

Other Assets and 
CRON CRIED (8 Ss ooo on ecco d erect ctvaceen 3,794,542 3,854,960 
A OP EP er ore Tiree Es $ 160,359,601  $ 150,449,123 

LIABILITIES 
Dec. 31, 1953 Dec. 31, 1952 
DOMESTIC FINANCE Notes and Debentures Payable.................- $ 57,311,500 $ 50,257,000 
eaucbeuerics Accounts and Taxes Payable.................00- 7,800,691 7,678,204 
eee Ce I, og o's c cbt csceccues 65,112,191 57,935,204 
Long Term Senior Debt. ............0eseceeces 42,550,000 46,300,000 
Long Term Subordinated Debt................24. 11,450,000 7,900,000 
Minority Interest 5.2.80 oo cee cece cece cece 3,789,399 4,515,036 
@ Capital Stock and Surplus................+.-4+: 37,458,011 33,798,838: 
XC pA i OE eis eA Pe 160,359,001 $ 150,449,123 
\ - —— = 


COMMON STOCK LISTED ON NEW YORK AND MIDWEST STOCK EXCHANGES (AMT) 
PRIOR PREFERRED STOCK LISTED ON NEW YORK STOCK EXCHANGE 
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Copy of Detailed Annual Report Available upon Request at Executive Offices, 1112 Ambassador Bldg., St. Louis 1, Missouri 
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Housing and Mortgage Lending— 





Government 


will purchase section 221 mort- 
gages. 


Life Insurance Opposes Title Ill 
Calling for the Rechartering of 
FNMA and Proposes an 
Alternative Plan 


I would now like to turn to 
Title III, calling for the recharter- 
ing of FNMA. We are firmly and 
vigorously opposed to the provi- 
sions of Title III with the excep- 
tion of those providing for the 
liquidation of the existing FNMA 
portfolio. We believe there is 
only one valid reason for a gov- 
ernment program as provided for 
in Title III, namely to assure the 
general availability of insured and 
guaranteed mortgage credit in 
small communities and remote 
areas and for minority groups. We 
are confident this can be done by 
private financing institutions 
themselves through a voluntary 
but well organized effort, with- 
out the government intervention 
provided for in Title III. I shall 
presently explain how such a vol- 
untary plan would operate, but 
before doing so I would like to 
outline our reasons for opposing 
Title III. 

We are opposed in general to 
Title III because, first, it pro- 
vides for little more than a re- 
chartering of FNMA to revive its 
power currently to supply gov- 
ernment funds in the mortgage 
market. Actually, it goes further 
in the direction of direct govern- 
ment participation in the mort- 
gage lending field than does the 
existing FNMA program. Sec- 
ondly, it reflects a philosophy that 
housing must be kept going at a 
boom level regardless of basic 
market forces with respect to the 
demand for housing. The United 
States has been through a boom 
in housing production and a 
steady rise in prices of housing, 
and basic market forces now sug- 
gest the need for a moderate 
downward adjustment in output 
and prices. We believe that it 
would be preferable to have a 
moderate adjustment now rather 
than a major break in the future, 
which seems inevitable if we con- 
tinue to apply artificial stimuli at 
this time. Thirdly, provisions of 
the title, through continued and 
strengthened government prop- 
ping of the housing industry, will 
retard technological improvements 
in housing and thus will delay 
movement toward a lower hous- 
ing cost basis. Finally, if, as un- 
der this title, the government 
tries to perpetuate boom condi- 
tions in housing in the face of a 
needed readjustment, it will have 
an edverse effect on the occu- 
pancy and prices of our existing 
stock of housing, estimated at 
close to $200 billion, on which 
the government has a contingent 
liability of nearly $29 billion in 
the form of mortgage insurance 
and guarantee. 

The specific reasons which we 
have for opposing the “special 
assistance” function in Title III 
are as follows: 


(1) We do not believe that it is 
necessary for the Government to 
embark upon the task of direct 
assistance to special insured or 
guaranteed mortgage programs. 
As we indicated in connection 
with the proposed sections 220 and 
221, if the amendments we have 
suggested are accepted, then pri- 
vate investors will purchase the 
mortgages under these sections. 


(2) In addition to the objective 
of supporting special programs, it 
is provided that the assistance 
function should be employed as 
needed to retard or stop a decline 
in mortgage lending and home 


building. We do not believe that 
this function is soundly conceived 
and it certainly is not necessary. 


and Private 

It puts the cart before the horse 
in that if home-building activity 
goes into a decline it will cer- 
tainly not be for lack of available 
private mortgage credit on a lib- 
eral basis. The reasons for any 
decline will be rooted in the de- 
mand for housing and will not 
derive from any lack of available 
funds. 

(3) The function of the special 
assistance provision will in effect 
involve direct Government lend- 
ing, with funds coming directly 
from the U. S. Treasury. The ini- 
tial amount may not seem large, 
but we have seen how easy it was 
to expand FNMA once it came 
into being. 

(4) This program is on the di- 
rect road to public control of 
housing and home financing. It 
goes beyond the Government in- 
surance and guarantee function 
and is a long step in the direction 
of comprehensive public control. 
We feel that it is incompatible 
with the free enterprise objective 
which has often been mentioned 
in the bill. 

(5) Under this function there is 
no provision for a 3% non-refund- 
able contribution to be required 
of sellers of mortgages to FNMA. 
The absence of this requirement, 
which is provided for under the 
secondary market function, cer- 
tainly makes the dumping of 
mortgages with FNMA a still 
greater risk. 

For these reasons we think that 
not only is there no need for the 
special assistance function but it 
is a dangerous threat to the pri- 
vate financing system. We are 
firmly opposed to it. 


Before I discuss our proposal 
for a voluntary effort to make 
residential mortgage credit gen- 
erally available in all communi- 
ties throughout the country, I 
would like to outline why we are 
also strongly opposed to the pro- 
posed “secondary market” func- 
tion of the rechartered FNMA, as 
follows: 


(1) Basically, there is no need 
for a Government “secondary 
market function.” Readily avail- 
able statistics show the tremen- 
dous job the private mortgage fi- 
nancing system has done through- 
out the postwar period. During 
the past five years, even in 1952 
and 1953 when there was supposed 
to be a mortgage “stringency,” 
the number of new non-farm 
dwelling units started has ex- 
ceeded one million per year. The 
average number of starts per year 
in the six-year period 1948-1953 
inclusive is 1,112,000. Non-farm 
mortgage debt on 1-4 family 
houses increased from $185 bil- 
lion at the end of 1945 to $65 bil- 
lion at the end of 1953, or an in- 
crease of 3% times. Within this 
total increase of $46.5 billion, fi- 
nancial institutions such as life 
insurance companies, mutual sav- 
ings banks, and so forth, increased 
their holdings by nearly $41 bil- 
lion. During the period 1948-1953 
inclusive the total of non-farm 
mortgage recordings in amounts 
of $20,000 or less has averaged 
over $15.5 billion per year, and 
the average in the past three years 
has been over $18 billion. AH but 
a small fraction of these meort- 
gages have been absorbed by the 
private market. In reviewing 
these figures we can see little evi- 
dence that private mortgage fi- 
nancing has been less than fully 
adequate throughout the postwar 
period. We believe the figures 
prove that the savings institutions, 
the commercial banks, particu- 
larly through their warehousing 
loans, and individual investors 
have provided an admirable pri- 
vate secondary market and that 
FNMA is not needed for this pur- 
pose. 

(2) Under the provisions of 
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Title III, the proposed FNMA 
“secondary market” function is a 
direct Government operation in 
every respect, with the provision 
that $70 million of its stock is to 
be subscribed by the U. S. Treas- 
ury and with up to $1 billion of 
its obligations purchasable by the 
Treasury. 


(3) The most extensive use of 
FNMA in the past, and we fear 
inevitably in the future if Title 
III passes, has been under boom 
conditions. At other than periods 
of inflationary boom, as witnessed 
by the present time, there is 
plenty of legitimate residential 
mortgage credit available. FNMA 
purchases of mortgages in a boom 
are bound to be inflationary, as 
we have learned so well in the 
past. The FNMA operation is not 
a normal operation to supplement 
and liquidify the private mortgage 
market; rather, it is a means to 
pour additional money from U. S. 
Treasury sources into the mort- 
gage market in a boom, when sav- 
ings necessarily tend to be scarce 
relative to demand. Thus, FNMA 
funds inevitably serve to promote 
inflationary pressures. 

(4) The basic condition for a 
free flow of mortgage funds is 
flexibility of interest rates, but 
the FNMA “secondary market” 
operation will only tend to rigidify 
rates. If the President exercises 
the powers proposed in Title II to 
keep FHA and VA interest rates 
in line with market conditions, 
that is, if he flexes them on the 
upside as well as the downside, 
the Government-insured and 
guaranteed mortgage programs 
will have an ample flow of funds. 

(5) The “non-refundable con- 
tribution” of 3% may seem to be 
a real deterrent against the dump- 
ing of mortgages in the rechart- 
ered FNMA, but we see little to 
prevent the shifting of the con- 
tribution on to the home pur- 
chaser in the form of a higher 
price for the house. Since the 
FNMA would be used under boom 
conditions, it would be especially 
easy in a seller’s market for houses 
to shift the contribution to the 
home purchaser at the time FNMA 
would be used. 

We believe for these reasons 
that the provisions for a FNMA 
secondary market operation 
should not be enacted. As I in- 
dicated earlier, the only valid rea- 
son for a secondary market opera- 
tion by Government is the fact 
that there may be certain small 
communities and remote areas 
where Government-insured and 
guaranteed mortgage credit is not 
generally available, and there may 
be cases where credit has not been 
available to minority groups. We 
think that this problem has been 
exaggerated, but there is no doubt 
that because of great pressure on 
the supply of mortgage money in 
the postwar housing boom, be- 
cause of less than full coverage by 
the private mortgage system, and 
because of high servicing costs in 
small communities and remote 
areas, it is probably true that 
there may be cases where persons 
of good credit standing have been 
unable to obtain credit. We be- 
lieve that much can be done to 
correct this situation if the Presi- 
dent exercises the powers pro- 
vided in Title II for flexibility of 
interest rates and fees and 
charges. Nevertheless, there may 
remain some element of difficulty 
here. 

In order to provide additional 
assurance that this problem will 
be solved, we wish to propose a 
plan under which all types of pri- 
vate financing institutions, 
through a voluntary but well or- 
ganized effort under the direction 
of HHFA Administrator, would 
undertake to see that Govern- 
ment-insured and guaranteed 
mortgage credit will be available 
to the maximum extent possible 
to all good credit risks for resi- 
dential loans in every community 
of the United States. We have 
embodied our plan in the draft of 
a bill, and I would like to give the 
Committee copies for your study. 

We believe that under the vol- 


untary effort which we are pro- 
posing the problem of credit un- 
availability in small communities 
and remote areas, to the extent 
there is a problem, can be fully 
solved. Our plan should be tried 
to see what the i of the 
problem is. We have made a can- 
vass of the life insurance business 
and the plan has the backing of 
the big majority of life companies. 
We also are confident that other 
mortgage financing institutions 
would favor the purpose and 
basic ideas of the plan and would 
cooperate wholeheartedly. 
Perhaps it would help if I were 
to outline the plan briefly, al- 
though I am sure you will want 
to read the proposed bill. The 
principal provisions are as follows: 


(1) The basic purpose would be 
to facilitate the flow of funds for 
housing credit into remote areas 
and smaller communities where 
funds are not available in ade- 
quate supply, and to make mort- 
gage credit generally available 


without regard to race, creed, or 7 


color. 


(2) The plan would be limited 
to loans insured or guaranteed by 
the Government. 


(3) There would be established 
a “National Voluntary Mortgage 
Credit Extension Committee” un- 
der the chairmanship of the HHFA 
Administrator, consisting of the 
Chairman of the Federal Reserve 
Board and fourteen persons to be 
appointed by the HHFA Admin- 
istrator representing each type of 
financing institution, the builders, 
and the real estate boards. The 
Administrator would appoint a 
regional subcommittee of five 
persons in each Federal Reserve 
district. 


(4) The National Committee 
would be empowered to solicit 
and obtain the cooperation of fi- 
nancing institutions in the pro- 
gram. It would study and review 
the demand for and supply of 
funds for residential mortgage 
loans in all parts of the country 
and would receive reports from 
and correlate the activities of the 
regional subcommittees. It would 
maintain liaison with the Govern- 
ment housing agencies and with 
State and local housing officials 
to fully apprize them of the vol- 
untary program. 


(5) Each regional subcommittee 
would study and review the de- 
mand for and supply of funds for 
residential mortgage loans in its 
region, would analyze cases of 
unsatisfied demand for such mort- 
gage credit, and would report to 
the National Committee the re- 
sults of its study and analysis. It 
would also maintain liaison with 
officers of the FHA and VA with- 
in its own region and would re- 
quest these officials to supply the 
subcommittee with information 
regarding cases of unsatisfied de- 
mand for mortgage credit involv- 
ing loans eligible for FHA insur- 
ance or VA guaranty. 

(6) The regional subcommittee 
would render assistance te any 
applicant for a residential mort- 
gage loan, provided that the appli- 
cant certifies that he has made a 
serious effort to obtain a pur- 
chaser for an insured or guaran- 
teed mortgage loan and has been 
unable to do so. Upon receipt of 
such certification, the regional 
subcommittee would circularize 
private financing institutions in 
the region or elsewhere in an ef- 
fort to place the loan with a pri- 
vate financing institution. It 
would undertake to handle in a 
similar way cases involving appli- 
cations made to the VA for direct 
loans. Moreover, in order to en- 
courage small or local private fi- 
nancing institutions to originate 
insured or guaranteed mortgage 
loans, the subcommittee would be 
empowered to render assistance to 
such institutions in locating other 
private financing institutions will~ 
ing to purchase these loans, thys 
extending a secondary market to 
these local originators. 

(7) In the performance of its 
responsibilities each regir nal sub- 
committee would be empowered 


(a) to request the National Com- 
mittee to obtain for it the aid of 
other regional committees in seek- 
ing sources of residential mort- 
gage credit, and (b) to request 
and obtain voluntary commit- 
ments from any one or more pri- 
vate financing institutioris to 
make funds available for insured 
or guaranteed loans in any speci-— 
fied area or areas within its re- 
gion in which the subcommittee 
found a lack of adequate credit 
facilities for these loans. 


Arthur M. Krensky Go. 
Opens in Chicago 


CHICAGO, I1l.—The formation 
of the brokerage firm of Arthur 
M. Krensky & Co., Inc., has been 
announced by Arthur M. Krensky, 





Devoll 


Arthur M. Krensk, Frederick V. 


President. The corporation, Io- 
cated in the Chicago Board of 
Trade Building, 141 West Jackson 
Boulevard, will engage in the 
general securities business, with 
memberships on the New York 
Stock Exchange, the American 
Stock Exchange, the Midwest 
Stock Exchange, and the Chicago 
Board of Trade. 


Other officers of the firm in- 
clude Alfred J. Betar, Vice-Presi- 
dent; Frederick V. Devoll, Vice- 
President, Treasurer and Secre- 
tary, and Stanley J. Baron, As- 
sistant Secretary. 


Mr. Krensky formerly was 
President of the Republic Invest- 
ment Company, Mr. Devoll was 
Vice-President and Mr. Baron was 
Secretary of that company. Mr. 
Betar previously was with the 
Chicago office of Merrill Lynch, 
Pierce, Fenner & Beane. 


Customers Brokers to 
Hold Dinner April 29 


The Association of Customers 
Brokers will hold a dinner on 
Thursday, April 29th, in the ball 
room of the Hotel Roosevelt 
marking the 15th anniversary of 
the founding of the Association. 
William McC. Martin, Chairman 
of the Board of the Federal Re- 
serve System will be guest of 
henor. 


Refsnes Ely to Admit 


PHOENIX, Ariz.—Refsnes, Ely, 
Beck & Co., 112 West Adams 
Street, members of the New York 
Stock Exchange, on April 1 will 
admit Joseph L.- Refsnes to part— 
nership in the firm. Mr. Refsnes 
has been with the firm for some 
time in the investment trust de- 
partment. 


Rejoms Pame, Webber-- 

(Special to Tue FPreanciat Caronicie) 

LOS ANGELES, Calif.—Harry 
A. Cottingham has rejoined the 
staff of Paine, Webber, Jackson & 
Curtis, 626 Seuth Spring Street. 
Mr. Cottingham has recently been 
with Hemphill, Noyes & Co. and 
prior thereto conducted his own 
investry.ent business in Pasadena, 
the Ir,vestment Securities Com- 
pany of California. 


Francis A. Bonner 


Francis A. Bonner, Chicago in- 
vestment banker, passed away 
March 6 at the age of 68. Mr. 
Bonner was with Lee Higginson 
& Co. and was an officer of Blair, 
Bonner & Co. 
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Sales (less discounts, returns, and allowances) .... 
Cost of Goods Sold, Selling, Advertising, and 
Administrative Expenses .................:.cseeeeseeeees 
Operating Income . 
ete Nin, CURED . ..i 5. <caccanhoenecesegrrsvconctdiobeniantnes 


NEP TILE il Nok TE FO 
Income before Taxes on Income.................:000000000+ 
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Total Taxes on Income 
Net Income ..... lela Lae 
Retained Earnings at beg ‘ginning 2 of y year.. 
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Dividends on Preferred Stock ($7.00 per share) 
Dividends on Common Stock ($1.60 per share 


in 1953, $1.50 in 1952).. 
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ASSETS 


CURRENT 


Cash 


Accounts rece sivable ~customers (less 
$660,839 in 1953 and $643,811 in 
1952 for doubtful accounts and cash 
discounts) . 


Other accounts receivable...................... 
laveutories (at average cest): 
Leet eobaaet: ..-. 3.000 oR... 000 


Manufactured stock and revenue 
stamps 


Materials and mapeiliies é, 


Total current assets 


PROPERTY, PLANT, 

AND KOLIPMENT 
(As adjusted December 31, 1932 by au- 
thorization of stockholders, plus sub- 


sequent additions at cost, less retire- 
ments): 


Land ; 
Buildings and buil ling equipme nt 
| Machinery and equipment 


Less accumulated depreciation...... 
Total property, plant, and 
equipment—net 


PREPAID EXPENSES AND 
DEFERRED CHARGES... 


UNAMORTIZED DEBENTURE 
DISCOUNT AND EXPENSE 


BRANDS, TRADE MARKS, AND 
GOODWILL ecessecccccococes 


TOTAL 


Notes: 
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CONSOLIDATED INCOME AND RETAINED EARNINGS 


Year Ended December 31 








LIABILITIES 











December 31 
1953 1952 CURRENT LIABILITIES: 
$ 7,622,449 §$ 8,547,344 Notes payable (banks) ...............00.0000 
Accounts payable ieceasielesiiiindell 
‘ Debentures due within one year............ 
pL AAA AEE LA 
11,629,297 9,602,442 a Pay — seaipshienceneteibiiimnbbaibmpete 
enn PATO TRDOTOI ooosicieet<scorcinivassbdnosccsecons 
453,609 323,262 Other accrued liabilities ..0..............cc6 
Total current liabilities .............. 
116,690,466 =: 110,093,684 | LONG-TERM DEBT: 
- seen Twenty Year 3% Debentures, due 
14,188,749 10,365,707 October 1, 1963 ($600,000 to be re- 
__ 4,847,955 4,548,705 tired annually SS 
ce AlQ9 RO 142, Twenty-five Year 3% Debentures, due 
gio saeee: . USI March 1, 1976 ($350,000 to be re- 
tired annually to 1975)... 
Twenty-five Year 334% Debentures, 
due April 1, 1978 ($675,000 to be 
retired annually 1956-1977)................ 
Total long-term debt , 
CAPITAL AND 
a - RETAINED EARNINGS: 
§ 991,874 § _ 866,529 7 Cumulative Preferred Stock (par 
‘ 919 883 1,430,049 value $100 per share) — 
15,421,127 = _ 14,007,918 authorized 99,576 shares; 
$ 24,392,884 —$ 22,605,222 issued 98,000 shares 
__ 8,174,245 7,519,378 Common Stock (par value $10 per 
share )— 
$ 16.218.639 $ 15.085.844 authorized 5,000,000 shares; 
- issued 2,852,854.89 shares in 1953, 
2,496,281.89 in 1952 
$ 1,587.373 $1,340,561 Additional paid-in capital (premiums 
less expenses on common stock 
P 959.550 § 194.655 Eada ah TE oe ape eid ar 
JES q hs md Earnings retained for. use in | the 
business wnat 
$ Ae ] Total capital and retained 
earnings 
$173,991,088  $160,332,005 TOTAL 








1953 1952 
$253,933,462  $214,508,482 
282,777,823 201,096,117 
$21,155,639 §$ 13,412,365 

152,148 «255,184 
$27,307,787 $ 13,667,549 

2.520.216 2,026,607 
$18,787,571  $ 11,640,942 
$ 9,503,000 § 5,798,000 

1,712,000 72,000 

379,000 == 214,000 
$11.594,000 $ 5,940,000 
$ 7,193,571 $§ 5,700,942 

29,413,840 _ 28,143,205 
§ 36,607,411  § 33,844,147 
o. 086, 000 =§$ ~~ 686,000 

4.457.477 3,744,307 
ae 5.14: 3, 477 $s" 4, 430, 307 
$ 31,163,934 § 29,413,840 

December 31 

1953 1952 
$ 25,700,000  $ 49,700,000 

3,450,467 3,946,273 

950,000 600,000 
12,042,934 6,502,735 
1,225,779 801,317 
476,438 270,000 
317,409 291,168 


$ 44,163,027 


$ 14,800,000 
14,650,000 


__22.500,000 
ns 51 950,000 


$ 9.800.000 


28,528,549 


8,085,578 
31,463,934 


$ 77.878.061 
$173,991,088 


$ 62,111,493 


$ 15,400,000 
15,000,000 


$30,400,000 


$ 9,800,000 


24,962,819 


3,643,853 
29,413,840 


$ 67,820,512 
$160.332.005 


(1) Asa result of restrictions contained in the debenture indentures on the payment of dividends on common stock and the purchase, redemp- 


tion, or retirement of such stock, the amount which could have been expended for such purposes at December 31, 1953 was limited to $9,550,094. 
(2) Funds held by disbursing agents for payment of preferred and common dividends, debenture interest, ete., aggregating $2,246,977 at 


December 31, 


(3) Provision for depreciation amounted to $1,051,457 in 1953 and $950,870 in 1952. 


We'll be glad to send you a copy of our illustrated 


Annual Report for 1953. Write P. Lorillard Company, * 


119 West 40th Street, New York 18, N.Y. 
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1953 and $511.918 at December 31, 1952, and the related liabilities, have heen excluded from the balance sheet. 


Other Products 
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Price Decline in 1954 


By PAUL H. 


NYSTROM* 


Professor of Retailing, Columbia University 
President, Limited Price Variety Stores Association 


Dr. Nystrom predicts, if no new harmful influences show up, 


the economy will run through 


the deflation spell before the 


year’s end. Says long range outlook seems particularly good, 
but retail business will be more competitive and tough. Does not 
look for any considerable decline in the general price level. 


Ever since the end of World 
War II. many economists, labor 
leaders and even businessmen 
have been predicting a big post- 
war recession. 
Every year 
since 1945, we 
have been 
told that next 
year the econ- 
omy would 
crash. 

F orecasting 
has its pecu- 
liarities. The 
greatest pro- 
phets of all 
time were the 
Old Testament 
Prophets you 
read about in 
the Bible. You 
may recall that there were four 
Major Prophets and 12 Minor 
Prophets. In addition to serving as 
religious teachers and leaders of 
the people, they all made predic- 
tions of things to come. They all 
predicted disaster. One of the 
differences between the Major 
and the Minor Prophets was that 
the Major Prophets made more 
predictions, all terrible, than the 
Minor Prophets. 


There have been many prophets 
who have predicted peace and 
prosperity but you don’t find their 
names in the books. As a matter 
of fact, the great prophets of all 
times have always been those who 
forecast calamity. This leads to 
the following observation, namely, 
it seems thatthe only way a 
prophet can make a reputation as 
a prophet is by forecasting trouble. 
There seems to be no historical 
percentage in predicting good 
times. 


Another characteristic of the 
great prophets was that they not 
only predicted disaster, but they 
also stuck to it over long periods 
of time. Some of the Old Testa- 
ment prophets predicted the 
destruction of Jerusalem several 
hundred years before it actually 
took place. Most of the great 
prophets didn’t even live to see 
ty the day when they could say, “I 
told you so.” 


It is easy to be a successful 
business prophet, if you will but 
take your stand, either good or 
bad and stick to it. Business, like 
all other human _ institutions, 
moves in cycles or waves. This 
has always been so and, so far as 
we know, it will always be that 
way. After the booms come the 
recessions. After the recessions 
come the periods of business 
growth and boom again. 


Past Booms and Depressions 


This country has had 35 boom 
periods and about the same num- 
ber of recessions or depressions in 
the last 164 years, that is, since 
1789. These periods, both of boom 
and of bust, have been of varying 
intensity. Some of the recessions 
were mild and almost harmless 
while others were really rough. 

Every economic historian can 
look back and tell you the causes 
for each business decline. All were 
somewhat different. Most of them 
followed periods in which busi- 
ness in one way or another ex- 
panded beyond the capacity of the 
country to support it. 

We now have a group of 








*Anm address by Dr. Nyst bef 
the 21st Annual Meeting of + tee 
of the Limited Price Variety Stores As- 
sociation, New York City, 
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prophets in this country, who, like 
the prophets of old, have been 
predicting business depression. 
They have been at it for several 
years. As of the present time, it 
looks as if some parts of their 
predictions are at least partly 
right. This country is now in a 
period of business decline. Some 
people call it a rolling readjust- 
ment. Most people call it a reces- 
sion. The CIO says that it is the 
beginning of a severe depression. 
But whatever it is, it is here. Our 
problem is how to live with it. 


The present recession began 
with the softening of business 
back in June and July, 1953. It 
was in July and August that the 
gross production of the nation be- 
gan to fall off. The peak of the 
boom came in the second quarter 
of 1953. Agricultural prices and 
incomes had been falling for a 
couple of years before that. 


The average of business for 1953 
made it the greatest year we have 
ever had. But during the last half, 
the increase in business and par- 
ticularly of retail sales became 
smaller and smaller. By November 
and Decembey retail sales, as a 
whole, fell below the retail sales 
for the same months in 1952. In 
January and February of this 
year, retail sales fell somewhat 
below the same months of 1953. 
Presumably, the sales in March 
for most concerns will be below 
the sales for March, 1953. 


A Mild Recession 


So far, this has been a very mild 
recession. Of course, it seems 
rough to the many businessmen 
who have never been through a 
previous business depression. But 
to the veterans of many years of 
business, it seems to be just a 
temporary passing storm. 


The downward slide in business 
since last summer and fall has 
been gradual. I suppose that most 
members of the Variety Trade 
have been expecting what has 
happened and have prepared for 
it. If you haven’t done so, there 
still seems time to shift your 
sights for summer and fall sales. 


How far will this recession go 
and how long will it last? 


If no new and harmful influ- 
ences show up, it looks now as if 
the economy will successfully run 
through most of this spell before 
the end of 1954. Total retail busi- 
ness is not likely to be as high as 
in 1953, but it seems probable that 
1954 may be the second, or, at 
least, the third best retail year. 

The present business decline 
had its origin, in large part, in the 
readjustments from a war-time, 
deficit-running, inflation-fed 
economy, towards a peace-time, 
self-supporting economy. There 
have been some declines in gov- 
ernment spending for heavy war 
goods. There have also been con- 
siderable declines in industries 
developed to aid the war effort, 
such as agricultural production. 
From a period of relative scarcity 
of consumer goods during the 
Korean and Second World War, 
we have been moving during re- 
cent months into a period of 
plentiful goods. 

The patterns of recession have 
varied from industry to industry. 
It has not been a general, over- 
all declining movement. One in- 
dustry, or a few industries, at a 
time has or have been affected. 
We shall probably come out of 
this recession in the same way, 





industry by industry and concern 
by concern, rather than by any 
general shift in the economy as a 
whole. During the past month, 
some industries have already 
shown favorable indications of re- 
covery. It hardly seems probable, 
however, that any real recovery 
has set in yet. It would be safer 
to assume that it will t@ke.as many 
months, if not more, t© get out of 
“this recession than its took to get 
into it. 

The rate of recovery will de- 
pend upon how readily and quick- 
ly business concerns and their 
employees readjust themselves to 
the changed requirements of a 
peace-time economy and make 
and sell what consumers want at 
prices they are willing to pay. 
But, on the other hand, if both 
business and its employees rush 
to the government with demands 
for help to continue unwanted 
and unprofitable production and 
if the government continues to 
pay for unemployment and relief 
in the hope of reviving industries 
in lines and places no longer 
needed to the extent required 
during the war years, much valu- 
able time will be lost and there 
will also be the real danger of 
things getting worse before they 
can get better. 

The long range outlook seems 
particularly good after this reor- 
ganization, now going on in our 
economy, has been completed. 
The resources of this country are 
tremendous. We have the raw ma- 
terials, the factories, the systems 
of distribution, a growing popula- 
tion, and enough people who have 
ambition, who meet their prob- 
lems by trying to find the answers 
instead of sitting down and yell- 
ing for help and who have the will 
and skill to get out of tight spots 
creditably. I do not mention the 
wealth, the savings or the social 
security of the nation. I am not 
nearly so much impressed by 
these as I am by the kind of peo- 
ple that make up the population. 


J. P. Morgan’s Philosophy 


J. P. Morgan’s views, baek in 
1908, have particular value for the 
present time. At that time the 
country was going through a 
sharp recession that had begun in 
October 1907. While the recession 
was at its worst, Morgan made a 
statement to business associates in 
Chicago. He said that the same 
statement had been made to him 
by his father. It was as follows: 

“Remember, my son, that any 
man who is a bear on the future 
of this country will go broke. 
There may be times when things 
are dark and cloudy in America, 
when uncertainty will cause some 
to distrust, and others to think 
there is too much production and 
too many enterprises. In such 
times, and at all times, remember 
that the growth of this vast coun- 
try will take care of all.” 

Now for some thought starters 
concerning the situation that lies 
ahead of us. In attempting to plan 
for the future, we must remember 
that we have been in an infla- 
tionary period for many years. 
The continuance of inflation was 
extremely dangerous. We wanted 
and we needed a turn in trends. 
Now, we have the beginning of 
such a turn. Our main problem 
now is to readjust gradually to a 
bit of deflation. We must now be- 
gin to produce and distribute 
goods that consumers want, rather 
than what the government wants. 

One of the normal results of 
this change from inflation to de- 
flation is apparent over-capacity. 
Farms and factories now can pro- 
duce more of many kinds of goods 
than can be sold at present or re- 
cent prices jacked up by the in- 
flation. There is also over-capa- 
city in retail stores. The retailers 
of the country have the plants and 
equipment in which they could, 
if they had the opportunity, 
handle and sell a considerably 
larger volume of goods than will 
pass*through their hands in 1954. 
If the inflation had continued, 
sales in dollars, would have in- 
creased, but the country would 
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have eventually gone bankrupt. 
Now, with the turn in the tide, it 
is inevitable that total business 
volume should go down, at least 
temporarily. 


Now a Buyer’s Market 


So, for many kinds of goods, we 
_now have a buyers’ market. In- 
stead of buyers coming to sellers 
to see what they can buy, the sell- 
ers now have to go to the buyers 
to see what they can sell. Selling 
and sales service now, for the first 
time in many years, takes prece- 
dence over all other business serv- 
ices. Because there will be a keen 
effort to sell, this will be an era 
of sharp competition. 

So, during the coming months 
retailers will: 

(1) Sharpen their methods by 
which to determine what con- 
sumers want and are glad to buy. 


(2) Comb the markets fer goods» 


that their customers will want and 
which can be sold at prices that 
their customers can afford and 
are willing to pay. 

(3) Strive to sell, display, ad- 
vertise and premote more ener- 
getically and aggressively than at 
any time for many years. 


(4) Keep their stores open and 
ready for business on days and 
at times when customers want to 
buy. 

(5) Cut expenses of operation, 
wherever this may be possible, 
without injuring the selling func- 
tions of their stores. 


(6) Reduce inventories in dol- 
lar values to meet the probable 
decline in sales, but attempt to 
have well balanced, fast moving 
stocks of goods such as consumers 
want. 


(7) Watch for possible price de- 
clines in goods that can be used 
to stimulate consumer interest. 


(8) Attempt, where sales in- 
creases are not available, to build 
up and to maintain mark-ups that 
will cover present costs of selling 
and leave a reasonable return for 
the owners and funds to be used 
in the renewal and expansion of 
the business. 


These we believe, will be the 
outstanding retail practices for 
the time ahead of us. They all 
happen to be old fashioned prin- 
ciples of retail merchandising. As 
a matter of fact, they are princi- 
ples that always apply. Their re- 
iteration here is solely for special 
emphasis for the months ahead. 


Minor Price Declines 


It is doubtful that there will be 
any considerable, general price 
declines during this recession, 
particularly in manufactured 
goods. Of course, some goods will 
come on to the market, from time 
to time, at lower prices. 

It is probable that some desir- 
able consumer goods will become 
available at lower prices because 
of reduced costs of production due 
to the use of newer processes, bet- 
ter machines, and other econo- 
mies, the result of modern trends 
toward automatic operation. 

It is likely that there may be 
some price decline because of 
lower raw material prices. These 
possibilities will bear watching. 

There may be some apparent 
price declines where producers 
find ways of cheapening both the 
price and the quality of the goods. 
Look out for this. Such methods 
only lead to ultimate trouble. 

There are also possibilities that 
there will be price reductions on 
certain goods because of mistakes 
of production, such as overexten- 
sion of manufacture, making the 
wrong goods, getting them out at 
the wrong time, poor styling and 
design, or simply too many of 
them. Such goods will be un- 
loaded at what looks like, or ac- 
tually may be, price reductions. 

But counting on merchandising 
distressed goods is, for most re- 
tailers, just pure speculation. Very 
few retailers do well at such spec- 
ulation. Most who try it lose their 
shirts. 

Lower general price declines 
seem impossible within the next 
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few. months because labor costs 
are too high and it looks as if 
they would stay high. Labor costs 
make up from 70% to 80% of the 
total costs of production of con- 
sumer goods. Labor costs are high 
and will remain high because of 
enormous wage increases obtained 
during the war, wage increases 
that bore no discernible relation 
to earned productivity, and the 
base supports of minimum wage 
laws and regulations. We are 
likely to see considerable unem- 
ployment through the spring and 
summer months but unemploy- 
ment, unless extremely high, does 
not mean that there will be reduc- 
tions in labor costs. Even at the 
present time, with unemployment 
up over 3,000,000, what is known 
as “the ninth round of wage in- 
creases” is sweeping through 
American industry. 

~“ Over a period of years, there 
will be increases in productivity 
per man-hour. But these increases 
come slowly. During the last 15 
years, wage rates have, in most 
industries, moved up much more 
rapidly than productivity gains. 
So, averaging the price cuts that 
are likely to come on some goods 
with the labor cost rigidities, it 
seems unlikely that the general 
price level on such goods as are 
handted in the Variety Trade may 
go down more than 4% or 5%, 
even if that much, during 1954. 
We do not urge any gambling on 
possible general merchandise 
price declines this year. 

Mention has been made of the 
effort to increase the retail mark- 
up. Some progress has been made 
in that direction by the depart- 
ment stores. Variety retailers may 
perhaps gain something by joining 
in urging manufacturers of na- 
tionally advertised, branded and 
fair-traded goods to raise the re- 
tail margins to cover the increase 
of costs of retailing. 


Some Companies Will Forge 
Ahead 


Some variety companies will 
forge ahead, come hell or high 
water in 1954. I personally know 
some aggressive retailers who 
have made up their minds to go 
after a gain of at least 10% in 
sales over last year. They know 
what they are up against. They 
know that it will be like rowing 
a boat up against a swift stream. 

In general, they are determining 
in advance precisely where this 
business can be secured, from 
whom it can be secured and how. 

They are drawing up their mer- 
chandise and operating plans to 
meet these objectives. Every ex- 
ecutive and every employee in 
such concerns is clearly briefed 
on what to do and when. They 
are leaving nothing to luck. 

They are stocking the goods 
that they are sure their customers 
will want. Their goods will be in 
their stores in highly attractive 
displays at the time their cus- 
tomers will want them. 

They don’t seem to be too much 
worried about possible price de- 
clines, but they are reserving 
some of their buying power to 
take advantage of occasional pur- 
chases for promotional purposes. 

They are planning better win- 
dow and store displays than ever 
before. 

Some of them are going into 
newspaper advertising systemati- 
cally and extensively. 

The employees in these con- 
cerns are being told the simple 
facts of life about helping and 
selling customers. In these stores, 
the customer will really be the 
boss. 

They are going to keep their 
stores open whenever a sufficient 
number of customers want to shop 
to make it profitable to operate 
their stores. 

Many of these retailers, but not 
all, are going to “self-service.” 
Variety Stores that have gone 
self-service, like super-markets, 
are putting service employees or 
“store hostesses” on the job to 
help customers find what they 
want, to suggest other goods to 
go with their purchases, to show 
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customers where they can find 


| what they want and to help busy 
| Customers to get what they want 


quickly. 
Many smart variety merchants 


| will modernize in 1954 and 1955. 


In addition to fixtures that help 


| to sell. there is likely to be much 


done to make the stores them- 
selves more attractive. The suc- 
cessful days of the Model-T var- 
iety store are gone. Variety mer- 
chants can’t say, as Henry Ford 
once said; “My customers can 
have any color car that they want 
so long as it is black.” The var- 
iety store of the future will reflect 
its new and important place in 
the consumer trading community 
by gay. bright, pleasing, welcom- 
ing colors and designs in build- 
ings as well as in merchandise. 

When the present recession is 
over, it is sure that many alert 
individual stores, whether chain 
or individually owned, will come 
through with their increases of 

or better in sales and with 
air imcreases in profits. 
Present “Chains” Began During 
f 

ds 

mappme.of the best and strongest 
retail concerns in_ this. country 
made their .beginnings in periods 
of recession. These merchants 
made progress against the strong 
economic tides while other retail 
concerns were passing out. If the 
history of the Variety. Trade is 
ever written up, it will show that 
hundreds of variety businesses 
forged ahead during business re- 
cessions. I would like to remind 
you that F. W. Woolworth, But- 
ler Brothers, Marshall Field and 
Montgomery Ward made their 
starts in the deep depression days 
of the 1870's. 

Mr. Van H. Priest of Madison, 
Florida. provides an_ inspiring 
record of progress in a depression. 
His first store was established in 
the late 1920’s. During the hard 
times of the 1930’s, Mr. Priest ex- 
panded at the rate of one or two 
new stores each year. all paid for 
out of the earnings of the company 
during the preceding years. 
_ The attitudes of retail mer- 
chants who made their successful 
beginnings in depression years 

ve been most admirably de- 

ribed. I think, by Mr. W. T. 
Grant. one of the founders of this 
Association. His first store was 
established in 1906, just before the 
beginning of the very sharp busi- 
ness depression of 1907-1908. He 
has told me that heh was so busy 
running and promoting his new 
business that he did not even 
know that there was a depression. 
He found out about it some years 
later from a banker down here in 
New York. In the meantime, his 
own business flourished just as if 
there had been no business reces- 
sion at all. 

In conclusion, the immediate 
outlook. it seems to me, is that 
sales during the rest of 1954 will 
be fairly good, but highly com- 
petitive and, therefore, tough. 

For the longer pull, the business 
outlook is especially good, but 
with continuing perils of inflation. 
There is. of course, no immediate 
danger of national economic col- 
lapse. But our national govern- 
ment has a debt of nearly $275 
billion. If government deficit fi- 
nancing continues long enough, 
the time will come, as sure as fate, 
when the people will lose con- 
fidence in the government’s 
money and bonds. If that occurs, 
then this country will face a real 
depression. This need not happen. 
I do not believe it will. But that it 
can happen, if the government is 
not soundly run, is not a matter 
fer doubt. But that is another 
story. 


In the meantime, our concern 
here today is what we have to do 
about 1954 and 1955. Out of dif- 
ficulties. as well as opportunities 
that lie ahead, it is my earnest 
belief that you who are here, the 
leaders of the Variety Trade, will 
come out of this reeession sounder, 
stronger and more vigorous than 
ever in preparation for the years 
ahead. 


Nuclear Research Stk. 
Offered by Tellier 


Tellier & Co., Jersey City, N. J., 
are offering at 15 cents per share 
“as a speculation” 2,000,000 shares 
of Nuclear Research Corp. com- 
mon stock (par one cent). 


The proceeds of the offering 
will be utilized to retire an out- 
standing bank loan, construct a 
“hot” laboratory for work with 
large radioactive sources, pur- 
chase additional laboratory and 
testing equipment, and increase 
present working capital. The com- 
pany also proposes to use a sub- 
stantial portion of the proceeds 
of this offering to continue and 
enlarge its present program aimed 
at designing and developing nu- 
clear instruments for use in the 
fields of medical diagnosis and 


treatment of cancer and thyroid 
conditions, industrial nondestruc- 
tive testing, measurement and 
control procedures, and atomic 
energy power plants. 

Nuclear Research Corp. of Phil- 
adelphia was formed in 1950 under 
Pennsylvania laws and since that 
time has. been engaged in the 
business of assembling, manufac- 
turing and _ selling~ instruments 
and equipment whose use and 
application relate to the field of 
nuclear energy and nuclear fis- 
sion. 

Company sources have reported 
a recent and significant business 
development which makes neces- 
sary the securing of additional 
funds. This important develop- 
ment consists of the design, en- 


gineering, and manufacture of a 
unique instrument: a small angle 
radiation detection and presenta- 


tion system, more conveniently 
described as “Sardap.” This ex- 
tremely sensitive system may be 
used on industrial production 
lines to make instantaneous visual 
detection of surface or internal 
pits or flaws in metal castings and 
machined parts, or to gauge the 
thickness of such parts. The com- 
pany is the holder of a permit is- 
sued by the Atomic Energy Com- 
mission enabling it to secure large 
radioactive sources for use in 
connection with its development 
of new types of nuclear instru- 
mentation. 


Other products manufactured 
by Nuclear Research include 
Geiger Mueller counters, scintil- 
lation counters, and scintillation 
survey meters, used for the de- 
tection and measurement of radia- 
tions emitted by radioactive ma- 
terials such as Uranium. The sale 
of related equipment and acces- 
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sories including protective lead 
shielding, shielded sample holders 
for mobile counter units, radia- 
tion monitors, automatic sample 
changers and radioactive isotopes 
constitutes a relatively minor por- 
tion of the company’s business. 


With Auchincloss, Parker 


PHILADELPHIA, Pa.—Auchin- 
closs, Parker & Redpath, mem- 
bers of principal stock and com- 
modity exchanges, announce that 
Frederic B. Sadtler has become 
associated with them as a regis- 
tered representative in their Phil- 
adelphia office, Land Title Bldg. 


Mr. Sadtler has been active in 
the securities business in Phila- 
delphia and New York since 1920: 
Before joining Auchincloss, Park- 
er & Redpath he was associated 
with Cohu & Co. 





Construction of Anaconda Aluminun Co 


oreeanions ALUMINUM 


Anaconda engineers have incorporated the most advanced 
production techniques in the design of the Anaconda 
Aluminum Company’s new reduction plant now under 
construction near Columbia Falls, Montana. It is expected 
that construction will be completed in early 1955 when 

the plant will provide steady employment for nearly 

500 persons, and will have a rated annual capacity of 
52,000 tons of primary aluminum. 


ANACONDA 


Anaconda Wire & Cable Company, with years of experience 
in producing aluminum wire and cable, has been 
expanding its rod rolling, wire drawing, and cable strand- 
ing facilities in anticipation of this new source of supply. 


The American Brass Company, also an Anaconda subsidiary, 
is producing aluminum coiled strip and tube—in addition 
to copper and copper alloys — and is also adding to its 
aluminum fabricating facilities in anticipation of the 

new source of supply. 


COPPER MINING COMPANY 


The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 

Greene Cananea Copper Company 
Anaconda Aluminum Company 
Anaconda Sales Company 
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International Smelting and Refining Company 
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~ Electric Power—Its 
Progress and Its Future 


rm By W. V. O’BRIEN* 


Commercial Vice-President, 


Mr. O’Brien, in noting progress 


General Electric Company 


of electric pewer development 


: in the Carolinas, and its contribution to industrial expansion, 


— 


~~ as oe 


predicts rapid expansion of electric capacity, which since the 
beginning of the century has doubled every 10 years, will 
continue at same rate in future. 
responsibility of industry, and ascribes American progress 
to confidence in future, accompanied by individual initiative 


Calls attention to social 


and free enterprise. 


Today is a very special day in 
North Carolina, from my view- 
point. For here in Rowan County, 
three very significant things took 
place. 

First, America was made 
stronger by the equivalent of sev- 
eral million men working at top 
limit. 

Second, an industry marked 
another milestone in its phenome- 
mal 75-year history. 

And third, a fast growing, pros- 
pering region was given a source 
of added productivity and prog- 
ress. 

All these things came about this 
afternoon, when the Duke Power 
Company dedicated two 135,000- 
kw, turbine generators at its Buck 
Station. 

Perhaps these three claims ap- 
spear to be an extravagant inter- 
pretation of the simple fact that 
two machines were put into oper- 
ation. But the two machines 
which were dedicated at the Duke 
Power Company today are not 
srdinary machines—either in con- 
struction, nor in their end prod- 
wct. Though these two turbine 
Penerators are rugged enough to 
handle live steam at 1,000 degrees 
Farenheit and 1,800 pounds of 
pressure, they are built with the 
delicate precision of a fine watch. 
And their end product—electric 
power—has literally brought man- 
‘kind from a condition of drudgery 
to one of human dignity. 

Consider tnat one man working 
<t maximum effort can exert the 
equivalent of 35 watts of electri- 
<al enery.. Therefore, at Buck 
Station today, two turbine gener- 
ators with a total capacity of 
270,000 kw. have marshalled an in- 
visible army of more than 7,700,000 
productive workers, making the 
Buck Station the largest gener- 
ating station in the Duke Power 
Company's system. 

The addition of this invisible 
army of productive workers in 
the Piedmont region expresses a 
progressive, forward-looking ap- 
proach on the part of the Duke 
Power Company, and as such, it 
is in the best tradition of the elec- 
trical industry’s enlightened lead- 
«ership. 

As its 75-year history has so 
forcibly demonstrated, the electri- 
cal industry has always had its 
basic orientation to the future— 
sand with good cause. The use of 
electric power in the United 
States has doubled every decade 


since the turn of the century. 
What's more, all the statistical 
evidence indicates that it will 


continue at this rate, or even at 
a greater rate, for several decades 
to come. 


Size and Growth of the Electric 
Industry 

During 1953, the electric utili- 
ties of the United States produced 
442 billion kilowatt-hours of elee- 
tricity. By 1965, according to the 
Edison Electric Institute, the 
United States will be using—and 
the utilities will be producing— 
more than a trillion kilowatt- 
hours a year. To do this job, it 
means that the electrical manu- 
facturers must build, by 1965. as 
much electric generating capacity 
as they have built in the past 75 
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years. It means that utilities must 
invest continuously in new facili- 
ties. such as Buck Station, until 
they have in effect set up two 
utility industries where one stands 
today. This is a great undertaking 
but the rewards to all aspects of 
our national life will be even 
greater, 

Because of its tremendous ca- 
pacity for multiplying human ef- 
fort, electric power is a prime 
cause of progress, not a luxury 
that follows in the wake of prog- 
ress. In our modern world, the 
availability of electric power de- 
termines, to a large degree, the 
standard of living, the prosperity, 
the cultural vitality, and the mil- 
itary security of a nation. The 
more electric power we have, the 
more work we can get done. And 
out of work flow riches, strength, 


and progress. 

Certainly, no better evidence 
can be found than here in the 
Piedmont Carolinas. The _ in- 


creased productivity, growth, and 


prosperity of your region during 
the postwar years make up an 
impressive record—one of which 
you can be justly proud. During 
these years, the Duke Power 
Company more than doubled its 


production of electric power. In 
1945, your utility company pro- 
duced approximately four billion 


kilowatt-hours, and in 1953, it 
produced over nine billion kilo- 
watt hours. The Duke Power 


Company has seen to it that your 
region has had the vital coefficient 
of expansion, electric power, in 


place and ready for use. And 
they are seeing to it that the 
Piedmont Carolinas will have 


power in place and ready for fu- 
ture use. 

Even as the two units were ded- 
icated today, new generating fa- 
cilities were being constructed at 
the company’s Riverbend and Dan 
River plants which will boost the 
System's capacity by a total of 
290,000 kw in the near future. 
With the addition of these new fa- 
cilities, the Duke Power Com- 
pany will have invested, I am 
told, over $270 million in the fu- 
ture of the Piedmont Carolinas 
since the end of World War II. 

In this responsible, far-sighted 
approach by your utility company, 
there is expressed much of the 
vitality of the free-enterprise sys- 
tem —a_ vitality that is easily 
recognized, but so difficult to de- 
fine. It is difficult to define be- 
cause it is a state of mind. But it 
is this state of mind that distin- 
guishes the American business 
man from his European contem- 
poraries. 

Not long ago, a group of 11 
American sales executives visited 
Europe at their own expense, in 
an effort to show manufacturers 
abroad how to sell in the Amer- 
ican market. Significantly, they 
dubbed their mission “operation 
enterprise.’ Their findings, as re- 
ported in “Harper's” magazine, 
were somewhat shocking. The 
European businessman was dis- 
covered to be defensive in char- 
acter; he thinks more in terms of 
protecting what he has than of ex- 
panding. As a result, in one 
country free enterprise has been 
warped by cartels, non-competing 
territories, and general restrictions 
of trade. The manufacturer of a 
vacuum cleaner, for exaimpie, took 
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great pride in recounting how his 
firm had throttled competition to 
such a degree that it controlled 
more than two-thirds of his coun- 


try’s consumption. But he ex- 
pressed no concern over the 
amazingly high percentage of 
homes that had no vacuum clean- 
ers at all. 

Peter Drucker, writing in a re- 
cent issue of the same magazine, 
reported on the reasons behind 
the complete stagnation of the 
European economy during the 
past two years. After an unprece- 
dented forward movement, coun- 
try after country had _ restored 
prewar per-capita production — 
“and then stopped as suddenly as 
if it had run into a brick wall.” 
This brick wall, according to the 
author, “is in the imagination and 
the emotions, and thus, while in- 
visible, is much harder to break 
through.” Essentially, it is a lack 
of vision beyond the prewar econ- 
omy, an inability to plan ahead: 
in short, a lack of faith. As a re- 
sult, European capital is today be- 
ing invested in get-rich-quick 
schemes. There is little invest- 
ment in long-term capital equip- 
ment. 


Dynamic Vitality of Free 
Enterprise 


I cannot conceive of anything 
so static as a brick wall in the 
American business community of 
today. Our free-enterprise system 
has a dynamic vitality whose 
source lies in three distinguish- 
ing characteristics — three hall- 
marks—of our business life. They 
are: social responsibility, con- 
fidence and initiative. And to- 
night, I should like to discuss 
these three characteristics with 
you. 

First, Social 
American business has come a 
long way from the turn of the 
century, when a prominent busi- 
ness leader uttered his_ testy 
statement: “The public be 
damned!” In its stead, there has 
arisen an approach to business 
that has its roots deep in the 
Christian tradition. I am _ sure 
you all recall the parable from 
the 25th chapter of St. Matthew, 
wherein a wealthy man gave sums 
of money to his three servants be- 
fore he left on a long journey. To 
one he gave five talents; to an- 
other, two: and to another, one. 
The servants, you will remember, 
were to care for this money dur- 
ing his absence. 


When the master returned from 
his journey, he called the three 
servants for an accounting. The 
servants who had been entrusted 
with five and two talents had 
doubled these amounts through 
wise investment. But the servant 
who had received one talent had 
hidden it away for safekeeping. 
The two servants who had in- 
vested wisely were praised and 
given responsibility over many 
things: but the other who had 
hoarded his talent was strongly 
rebuked by the master. 


This parable points up the 
duties and rewards of good stew- 
ardship, and as businessmen, it 
is a lesson which we cannot ig- 
nore. Ralph J. Cordiner, Presi- 
dent of the General Electric Com- 
pany, underscored its importance 
in a management meeting re- 
cently, when he defined the con- 
cept of social responsibility as the 
recognition of stewardship ob- 
ligations by business: this means 
obligations to the customers, to 
the employees, to the shareown- 
ers, and to the public. A business 
enterprise, he emphasized, must 
-— managed in the best interest of 
all. 


Essentially, this means that a 
business must make good prod- 
ucts and sell them at a fair price. 
It must pay salaries and wages 
that will enable its employees. to 
live with dignity and self-respect. 
It must increase, not hoard, the 
money entrusted to it by the 
shareowners. And finally, a busi- 
ness must always recognize that 


Responsibility. 





it is part of the American scene 
and will be judged as to whether 
it is socially and economically 
beneficial to the public. 

Perhaps these remarks sound 
too idealistic for something as 
practical as contemporary busi- 
ness. As a businessman, wasn’t the 
vacuum cleaner manufacturer who 
had throttled competition much 
more practical, even though his 
ethics could not be admired’ 
Actually, there is no conflict be- 
tween the practical approach to 
business and the ethical principle 
of good stewardship. As a part 
of the total social structure, no 
business can continue to thrive 
and prosper at the expense of 
other aspects of society; its own 
good must be identified with the 
common good. To recognize this 
principle of ethics is to contrib- 
ute, in a very practical way, to the 
continuing growth and prosperity 
of any business enterprise. 

The second distinguishing 
characteristic of our American 
business life, you will recall, was 
confidence; or, what might be 
called faith in ourselves. Unlike 
present-day Europe, our people 
possess a profound belief in what 
they are doing. America, it seems, 
is made up of strong minds with 
a rich sense of adventure, and a 
will for discovery. And this, of 
course, has a great influence on 
the business community. 


Role of Thomas Alva Edison 


The unshakable confidence of 
one man has much to do with our 
being here this evening. I refer, 
of course, to Thomas Alva Edison, 
who—by starting out where others 
left off—founded the electrical 
industry. This year, as you may 


know, the diamond jubilee of 
light is being celebrated, for it 
was in 1879, 75 years ago, that 


Edison developed an incandescent 
lamp that would burn for 40 
hours. This was the result of more 
than 6,000 individual experiments, 
and a great deal of costly and 
arduous work. Despite the many 
failures and blind alleys, Edison 
never lost his basic confidence 
that one day he would succeed. 
In fact, so great was his personal 
confidence that it became con- 
tagious and infected a group of 
businessmen, who, a year before 
the successful experiment, formed 
a company for the single purpose 
of inventing the electric light! 
This company, by the way, rep- 
resented the earliest beginnings 
of the General Electric Co. 

But the lamp of 1879 was only 
the beginning: it was no more 
than a curiosity unless people 
could somehow get electricity to 
use it. Again, Edison undertook 
the task with absolute confidence. 
Four years later, and in one bold 
stroke, he created at the Pearl 
Street station in New York the 
whole foundation of our electrical 
age—a central generating station 
and a network of equipment and 
wires to deliver it to customers. 
Great though Edison’s genius was, 
these deeds would not be re- 
corded today if it were not for 
his own confidence as well as the 
confidence of those who worked 
with him. And in 1931, the year 
of his death, Edison bequeathed 
this great confidence to his suc- 
cessors in the electrical industry, 
when he said: “Be courageous. Be 
as brave as your fathers before 
you. Have faith. Go forward.” 

As Thomas Edison so manifestly 
demonstrated, confidence is the 
only climate in which human un- 
dertakings thrive. Nothing worth- 
while has ever been generated by 
cynicism. 

The brick wall of European 
business, was one of the emotions 
—a lack of faith. Because this 
matter of confidence, or faith, lies 
in the emotions, it must be tem- 
pered with reason and good judg- 
ment: otherwise, it can well be- 
come distorted into blind faith 
and false optimism. 

In the nation today there is a 
noisy controversy that is testing 
the confidence of the American 
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businessman. It is this matter of 
whether or not our high flying 
economy has run out of gas and 
is coming in for a forced land- 
ing. Those who argue that pres- 
ent economic conditions repre- 
sent only a minor dip in the long- 
term cycle are being accused of 
blind faith, false optimism, and 
a “pollyanna” approach to a stern 
reality. Yet, the evidence would 
seem to support the confident 
viewpoint. 

The year 1953 was the most 
prosperous in the nation’s his- 
tory, judged by the number of 
people employed, incomes _ re- 
ceived, and goods and services 
produced. Therefore, it should 
not cause undue alarm if this all- 
time high is not immediately 
maintained, or even exceeded. 
The liquid assets of individuals 
and the availability of credit re- 
main high and personal incomes 
are being sustained. And in a 
very tangible way major busi- 
nesses are expressing their con~ 
fidence by announcing plans for 
new plants and enlarged manu- 
facturing facilities. This year, 
General Electric will spend $150 
million as part of its 10-year $1,- 
100,000,000 expansion and mod- 
ernization program. And General 
Motors, you will remember, an- 
nounced its billion dollar program 
only a few weeks ago. Commit- 
ments of this magnitude are not 
based on blind faith or false op- 
timism; but rather, on a sound, 
factual analysis of an expanding 
economy. 

Just recently, I was interested 
to read about a meeting where a 
group of businessmen were to 
discuss current trends in the econ- 
omy. Tiwo economists were 
slated to address the meeting. The 
first speaker, an American, was 
taking the confident approach; 
the second, a European, was te 
take the dim view. According to 
the report on the meeting, the 
audience was obviously impatient 
and restless as the American 
economist spoke; they were wait- 
ing to hear the bad news from the 
foreign expert. 

In every society there will be 
the prophets of gloom who thrive 
on some quirk in human nature 
that is readily attuned to bad 
tidings. It is not easy to be con- 
fident,, even when right, reason 
and good judgment tell us that 
this is the wiser course. How- 
ever, the alternatives are always 
before us: either there is con- 
fidence, or there is a brick wall. 


Initiative—A Force in American 
Business 


And this brings us to the third 
distinguishing characteristic of 
American business life—initiative. 
Someone once remarked that the 
statement, “faith moves moun- 
tains,” is just another way of say- 
ing, “confidence breeds _initia- 
tive.” This paraphrasing, in my 
opinion, relegates initiative to a 
subordinate role which it does 
not deserve. Between confidence 
and initiative there is something 
of a reciprocal, or feed-back re- 
lationship wherein one reinforces 
the other. 

Controversial figure though he 
was, the late General George A. 
Patton was a man of undeniable 
confidence and initiative. In his 
book, “War as I Knew It,” Gen- 
eral Patton illustrates the rela- 
tionship of confidence and in- 
itiative in an anecdote from his 
early military career. Let me 
read you this anecdote, just as he 
wrote it: 


“In the summer of 1918 a 
group of soldiers, which I com- 
manded, was having 37-mm. gun 
practice which I was observing. 
One defective round exploded in 
the muzzle, wounding three men. 
The next round exploded in the 
breech, blowing the head off the 
gunner. The men were reluctant 
to fire the next round, so it was 
incumbent on me, the senior of- 
ficer present, to do so. In fact, [ 
fired three rounds without inci- 
dent. This restored the conti- 
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dence of the men in the weapon; 
I must admit that I have never 
in my life been more reluctant 
to pull a trigger.” 

There is the clue to initiative: 
overcoming the natural reluctance 
to pull the trigger, to get the nec- 
essary action started. Because of 
Patton’s initiative, the confidence 
of the men was restored as well 
as his own. 

You may well point out that the 
businessman today is not faced 
with such physical danger, and 
therefore his pulling the trigger, 
or initiative, is not so much a 
matter of raw courage. While we 
are not confronted with physical 
danger, it is true, courage is very 
much a part of initiative for the 
businessman. For example, here 
is what Lawrence Appley, Presi- 
dent of the American Manage- 
ment Association, had to say on 
the subject not too long ago: “It 
takes a great deal of faith and 
courage to invest hard-earned 
cash in anticipation of future re- 
turn. The case is tangible reality; 
it actually exists in the bank or 
in securities; and it is readily 
available when needed. The fu- 
ture return which we seek to 
realize, on the other hand, is a 
matter of judgment and far re- 
moved from the fact. The ability 
to exercise that judgment and the 
antestinal fortitude to back it up 
with action are two of the im- 
portant ingredients of progressive 
leadership.” 

Leadership in the free world 
has shifted from Europe to Amer- 
ica, not as a request or by default. 
America has earned that leader- 
ship through the vigorous exer- 
«ise of initiative in all phases of 
its national life. 

Here in the Piedmont Carolinas 
you have an America in minia- 
ture, where the three character- 
istics of business vitality are liter- 
ally transforming your region. In 
the past few decades, far-sighted 
sand progressive regional programs 
have helped to eliminate the 
whrase, “the sleepy South,” from 
the nation’s vocabulary. The har- 
messing of the Catawba River by 
the Duke Power Company has 
Zong been a pioneering example 
of the natural-resource develop- 
ment and regional conservation 
which result from hydro-electric 
projects. Your magnificent high- 
way construction programs have 





served as models for many other 
sections of the country. The vig- 
orous promotion of a vacation in- 
dustry has enriched your region 
and has gained many new friends 
for the Carolinas. Your increased 
production of a wide range of 
manufactured goods has won this 
region new respect in national 
markets. And most spectacular 
of all have been your industrial 
development programs. With the 
acquisition of more than 5,000 new 
industrial plants since the end of 
Word War II, the Carolinas have 
become one of the fastest growing 
industrial regions in the country. 
In all these things are the literal 
expressions of social responsibil- 
ity, confidence, and surely, initi- 
ative. 

It is not surprising to me that 
the Carolinas have shown such a 
high degree of business vitality. 
For the three characteristics of 
this vitality are the attributes of 
a people. And here in this region 
are to be found, as one writer put 
it, “the prudence of the German, 
the wisdorn of the Scotch, and the 
ardor of the Irish .. . fit material 
to form an industrious, thrifty, 
and gallant nation.” 

I doubt that there could be 
found anywhere a better example 
of the three characteristics of vi- 
tality than in the man after whom 
the Buck Station was named—Mr, 
James Buchanan Duke. His was a 
life dedicated to “better things 
for God and humanity.” And 
through the Duke endowment, in 
its wonderful and practical way, 
the ideals of this man are still 
part of this region contributing to 
religion and education; to orphan- 
ages and hospitals. While this en- 
dowment is an eloquent expres- 
sion of one man’s deep sense of 
social responsibility, it is also, 
through its unique method of ad- 
ministration, a living instrument 
for inspiring the confidence and 
intiative of a people. 

Because the three character- 
istics of business vitality are so 
deeply etched into the character 
of the Piedmont people, I have 
long shared your confidence in 
a future of expanded regional 
growth. Today, however, I have 


still another reason for this confi- 
dence. For on this day, at Buck 
Station, were sown seeds of that 
future growth. 





Better Market Ahead for Premium-Priced Goods 


W. W. Wachtel, President of Calvert Distillers Corporation, 
says trend toward luxury goods, which began 10 years ago, 
is still in full swing and is unaffected by current slump. 


Speaking at a luncheon meeting 
eof the Illinois Petroleum Market- 
ers Association in Chicago on 
March 17, W. W. Wachtel, Presi- 
dent of Cal- - 
vert Distillers ~™ ; ’ 
Corporation, 
stated that 
<lespite “re- 
<ession” talk, 
the market for 
wremium- 
priced goods 
mever repre- 
ssented a big- 
ger opportu- 
mity for busi- 
nessmen. This, 
he added, 
<ould be the 
key to good 
business in 
1954. 

According to Mr. Wachtel, sur- 
veys reveal that the shopper will 
«<hoose the higher-priced, well- 
known brand name, even though 
<liisplayed equally with the un- 
known product at a lower price. 
He contended that the trend 
toward luxury goods which began 
ten years ago is in full swing and 
%s unaffected by the current slump 
in some items. He cited the vast 
eexpansion in ten years in the lux- 
ury field, including such expense 
items as diamonds, jewelry, china, 
glassware, tableware. Moreover 
‘premium-priced whiskey and to- 








W. W. Wachtel 


bacco brands are still increasing 
in sales. As an example, he said 
cigars costing 20c sold a total of 
4 million, but today sell 145,000,- 
000, while the sale of Cadillac au- 
tomobiles for 1940 totaled 13,000, 
but in 1952 were 113,000. Over 


70% of all whiskey sold today is 
in the so-called “A” and “de 
luxe” class, it was pointed out. 


The gasoline business, Mr. Wach- 
tel noted, has also demonstrated 
how “trading up” to premium 
products can also expand the sales 
of an entire industry. He noted 
the relatively recent trend in the 
gasoline industry to push premi- 
um gasolines which has resulted 
in the coinsiderable growth in the 
last two years of this product’s 
share of the market. 

Mr. Wachtel deplored the 
cession talk,” pointing out that 
there are 4 million businessmen 
in the nation and 40% are retail- 
ers and another 22% service in- 
dustries. “If this 62% were to be- 
gin retrenching even = slightly, 
which they might if scared into 
by all this recession talk, that 
alone would cause a bad slump,” 
he said. 

Besides a moratorium on pessi- 
mistic talk, the Calvert president 
also urged that: 


“re- 


(1) Instead of giving in to de- 
featism, businessmen react to keen 
competition by boosting ad budg- 
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ets and making copy more effec- 
tive. 


(2) Brand owners take advan- 


» tage of the United States Supreme 


Court decision upholding’. fair 
trade and, by impartial enforce- 
ment and positive brand building, 
improve retail merchandising. 

(3) Advertisers explore fully 
the impact on their own busi- 
nesses of the trend to suburban 
living which has opened a new 
stream of wants. 

(4) Sales Managers encourage 
young people to go into selling. 
There are not enough properly 
qualified salespeople and the sell- 
ing factor in marketing under the 
pressure of keen competition has 
not met the challenge, thus put- 
ting unsound stress on advertising 
to do the selling job. 


(5) Business inaugurate and 
maintain permanent sales training 
programs, drafting the best brains 
in business to inculcate old-fash- 
ioned, hard-selling practices 
among young salesmen and sales 
managers. 


(6) Full cooperation be pro- 
moted between advertising, sales 
and promotion in order to render 
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HIGHLIGHTS AT A GLANCE 


Gross Income 


Income before Federal 
and Foreign Income Taxes 


ee 


Federal and Foreign Income Taxes 


Minority Interest 
Net Income 
Dividends ..... 
Per Share 
Taxes per Share 
Net Income per Share 
Salaries and Wages... 
Net Current Assets .....+.++: 
Net Worth 


Gross and Net Income 
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greater efficiency in each depart- 
ment in relation to the job of de- 
velopment of the whole market- 
ing program and achieving an ob- 
jective in terms of a planned sales 
total at the lowest cost possible. 

(7) Manufacturers keep ever 
improving product and package. 
The consumer having the pur- 
chasing power wants the best for 
the money, not the most. 

(8) As a_ personal working 
credo for marketing people, they 
realize the economy can be kept 
expanding in accordance with na- 
tional growth by maintaining 
restless. dissatisfaction with each 
day’s results and resolve to keep 
improving. 


New Corporation 
(Special to THe FINANCIAL CHRONICLE) 

ALAMEDA, Calif. — Homer T. 
Craig, 2328 Santa Clara Avenue 
has formed Homer T. Craig and 
Staff, Inc., to continue his invest- 
ment business. Mr. Craig is Presi- 
dent of the new corporation; N. S. 
Craig, Vice-President and Treas- 
urer; and Clara Goodlee, Secre- 
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Arthur Combe Joins “+ 
Aubrey G. Lanston Ge. 


Aubrey G. Lanston & Co. Ine. 
15 Broad Street, New York City, 
announce that Arthur J. Combe 
has become associated with them 
and has been elected an Assistant 
Vice-President. Mr. Combe was 
formerly with the Guaranty Trust 
Company. 


Russell Acker Joins 
James H. Acker & Go. 


Russell S. Acker, after serving 
for a year and a half with the 
Eighth Army in Korea has been 
honorably discharged from the 
Army, and is now associated with. 
James H. Acker & Co., 25 Broad 
Street, New York City, as a regis~ 
tered representative. 


Joins Ferrell & Ferrell 

(Special to Tue FPrnancraL CaRroniciE) 
GRAND JUNCTION, Colo. — 
Joseph F. McMillin has joined the 
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staff of Ferrell & Ferrell, 411% 
tary. Main Street. 
TECHNICAL OIL FIELD “SERVICES. 
1953 1952 1951 
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El Paso Electric Bds. 
Offered by Union 
Securities Group 


Union Securities Corporation 
headed a syndicate offering yes- 
terday (March 17) 15,000 shares 
of 4.12% dividend preferred stock 
of El Paso Electric Co. at $101.98 
per share, to yield 4.04%. The 
group won award of the issue at 
competitive sale on March 16 on 
a bid of $100.40. 

Net proceeds from the sale of 
the stock, and from the concur- 
rent sale of $5,000,000 of first 
mortgage bonds, together with 
proceeds from the sale earlier this 
year of 76,399 additional shares of 
common stock, will be used by 
the company to pay its outstand- 
ing short-term notes totaling 
$4,990,000, incurred for construc- 
tion purposes. The balance of the 
proceeds together with cash from 
operations, will be used to com- 
plete the company’s 1954 con- 
struction program. 

El Paso Electric Co. is engaged 
in generating, distributing and 
selling electricity in El Paso, 
Texas, and in an area in the Rio 
Grande Valley in Texas and New 
Mexico. The company supplies 
electric energy in 19 communities 
in Texas and in 22 communities 
in New Mexico, and in the sur- 
rounding rural districts. Territory 
served has an estimated popula- 
tion of approximately 270,000. 

The company reported for 1953 
operating revenues of $8,971,134 
and net income of $1,680,680, com- 
pared with operating revenues of 
$8,130,632 and net income of 
$1,554,388 for 1952. 

Associated in the offering are— 
A. C. Allyn & Co., Inc.; Spencer 
Trask & Co.; and F. S. Smithers 
& Co. 


Forums on Vital Topics 
At N.Y.U. Dean’s Day 
Homecoming Mar. 20 


A series of forums on financial 
management, advertising, taxes, 
etc., will be held at the Graduate 
School of Business Administration 
of New York University, Wash- 
ington Square, New York, at the 
Dean’s Day homecoming on Sat- 
urday, March 20. The event is 
being held under the auspices of 
the Administration’s Alumni As- 
sociation, the President of which 
is Hyman L. Federman of Ira 
Haupt & Co., New York City. 

Forum participants will include 
individuals prominent in banking 
and other fields, some of whom 
are as follows: Marcus Nadler, 
Dean G. Rowland Collins, Martin 
Gainsbrugh, M. R. Haskell (Treas- 
urer of United Merchants and 
Manufacturers), Raymond Rodgers 
and Howard Vultee. 
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Public Utility Securities 


By OWEN ELY 











California Oregon Power Company 


California Oregon Power Company, with annual revenues of 
$14 million, serves electricity in the southern part of Oregon and 
the northern part of California. It serves at retail 72 communities 
and adjacent rural areas in five counties of Oregon and five in 
California. Total population in the area is estimated at 229,000. 
Communities served at retail include Grants Pass, Klamath Falls, 
Lakeview, Medford and Roseburg, in Oregon, and Alturas, Cres- 


cent City, Dunsmuir, 


Tulelake, Weed and Eureka, 


in California. 


Power is sold at wholesale to Pacific Gas & Electric Co., a munici- 


pality, and an R.E.A. cooperative. 


The principal business activities of the territory served are 
lumbering, fruit raising, farming and stock raising. The principal 
lumber producing area is near Roseburg, Ore., which now has an 
annual timber cut in excess of one billion board feet. One of the 
largest stands of fir timber in the United States is located in 
Douglas, Josephine and Jackson Counties in Oregon. 

The company has 19 hydro plants and four small diesel plants, 


nameplate ratings of which total 224,705 kw. 


About 124,000 kw 


was installed in the years 1950-53, most of the remainder dating 
from the 1920s. In 1953 about 7% of total kw. output was purchased 
(on net interchange) from the Bonneville Power Administration. 

The company has two contracts with Pacific Gas & Electric 
Co. The first, expiring Dec. 31, 1957, provides for the purchase by 


the company of up to 15,000 kw. 


of firm power at the Pit No. 1 


plant of Pacific Gas & Electric Co. The second, expiring July 31, 
1964, provides for the purchase by the company of up to 60,000 kw. 
of power, as available until Aug. 1, 1954 and firm thereafter; and 
for the purchase by Pacific Gas & Electric Co. from the company 
of available electric energy up to the capacity of the Delta inter- 
connection (presently 70,000 kw.) to the extent that the Pacific 
Gas & Electric Co. can beneficially utilize it. 

In 1953 electric sales totaled 1,276 million kwh. which included 
285 million kw. sales to Pacific Gas & Electric and 92 million to 


others, 
Pool. 
rural 50%, commercial 23% 
miscellaneous 10%. 


including a substantial amount to the Northwest Power 
The 1953 revenues were made up as follows: residential and 
, industrial 17% 


and wholesale and 


All of the company’s generating plants are interconnected 
and the system is also interconnected with Pacific Gas and with 


Bonneville. 


The average age of the transmission facilities is about 


nine years, and of the distribution facilities about five years. 


The company is subject to regulation by the Federal Power 
Commission, by the state commission in California, and by two 


commissions in Oregon. 
Capitalization, 


mately as follows: 
Long-term debt ____- 


including $10 million lst mortgage bonds and 
300,000 shares of common stock being currently sold, 


is approxi- 


$51,500,000 52% 





Pee GONE Seb bivec cocccccnss - 7,400,000 8 
Common stock equity (1,300,000 shs.) 39,000,000 40 
$97,900,000 100% 
Earnings and dividends on the common stock in recent years 
have been as follows: 
Share No, Shares 
Years Earnings Dividends Outstanding 
see $1.76 $1.60 1,300,000 
SEE 1.69 1.60 1,300,000 
See 1.83 1.60 1,050,000 
0 2.12 1.60 800,000 
ae 2.12 1.60 800,000 


Earnings for 1954 have been estimated at about $2.05 a share 
on the increased number of shares, and perhaps $2.20-$2.30 is 
anticipated for 1955. The stock is currently selling over-counter 


around 27% to yield about 5.8%. 


The price-earnings ratio based 


on 1953 earnings is 15.6, or 13.4 if based on the estimated earnings 


for the current year. 


The substantial increase in earnings for 


1954 is in part the result of a rate increase recently obtained from 
the commissions in California and Oregon. 





Morgan Stanley Group 
Offers Ala. Pwr. Bonds 


Morgan Stanley & Co. and asso- 
ciates offered for public sale yes- 
terday (March 17) $17,000,000 
Alabama Power Co. new first 
mortgage 3%% bonds due 1984, 
priced at 101.467% and accrued 
interest to yield 3.05% to matur- 
ity. The issue was awarded at 
competitive sale on March 16. 


The utility company, an operat- 
ing subsidiary of The Southern 
Company, will use the proceeds 
of the sale along with $8,000,000 
received from the recent sale of 
additional common stock in con- 
nection with its construction pro- 
gram and for payment of $4,790,- 
000 of short term bank loans in- 
curred for such purposes. The 
company’s construction expendi- 
tures for 1954 are estimated at 
$33,810,000. 


The new bonds are subject to 
redemption at 104.47 and there- 
after at prices decreasing to the 
principal amount on and after 
March 1, 1983. A sinking fund 
calls for annual payments of 1% 





of the amount of bonds of all se- 
ries outstanding. These bonds are 
callable for sinking fund purposes 
initially at 101.467. 

The company supplies the elec- 
tric light and power requirements 
of an area in Alabama of about 
44,500 square miles with an esti- 
mated population of 2,550,000. The 
principal cities served are  Bir- 
mingham, Mobile, Montgomery, 
Gadsden, ne and Annis- 
ton. Operating revenues of the 
company have increased from 
$45,377,000 in 1949 to $72,423,000 
in 1953. For the calendar year 
1953 gross income before income 
deductions was $17,862,000. 


With Palmer, Pollacchi 


(Special to THe Francia CHronicie) 
BOSTON, Mass. — Edward L. 
Carr is now with Palmer, Pollac- 
chi & Co., 84 State Street. 


Joins Bache Staff 


(Special to THe Financia, Curonicie) 


COLUMBUS, Ohio—Allen Gun- 
dersheimer has become connected 
with Bache & Co., 5 West Broad 
Street. He was formerly with 
Westheimer & Co. 


Largest Express Road Project Under 
Consideration—$1,500,000,000 Involved 


Smith, Barney & Co. appointed financial experts to report on 
procedure and feasibility of financing express highway. 


Governors and toll road and 
highway commissioners of many 
states met in Miami, Fla., on 
March 11 at the invitation of Gov. 
Charley E. Johns of Florida and 
Marvin D. Adams, Chairman of 
the Florida Turnpike Authority, 
to consider mutual problems re- 
lated to toll highway construction 
and finance. 

William P. Curlin, Kentucky 
Highway Commissioner and 
Chairman of the North-South 
Expressway Committee and Al- 
bert J. Wedeking, member of the 
committee, announced the ap- 
pointment of Smith, Barney & Co. 
as financial experts to report on 
procedure and feasibility in an- 
ticipation of providing ways and 
means of financing all sections of 
an express highway from Chicago, 
Ill., through the states of Indiana, 
Kentucky, Tennessee, Georgia and 
Florida to Miami. The highway 
would cost an estimated $1,500,- 
000,000. Other members of the 
North-South Expressway Com- 
mittee are Dixon Oxford, Georgia 
Highway Commissioner and 
Chairman of the Georgia Toll 
Road Commission; Ww. M. Leech, 
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Highway Commissioner of Ten- 
nessee; and Mr. Adams. 

The project was first discussed 
by Gov. George N. Craig of In- 
diana with the Governors of the 
states to be traversed. Upon the 
invitation of Gov. Lawrence W. 
Wetherby of Kentucky, Gov. 
Craig and Gov. Frank G. Clement 
of Tennessee met at Ken Lake, 
Ky., for further plenning and the 
appointment of a permanent 
North - South Expressway Com- 
mittee. A third meeting, at which 
Mr. Curlin, Highway Commis- 
sioner of Kentucky, was made 
permanent Chairman of the 
North-South Expressway Com- 
mittee, took place during the An- 
nual Governor’s Conference at 
Hot Springs, Va. 

The Indiana Toll Road Commis- 
sion is now in process of locating 
a north-south route which would 
be the initial project in the Great 
Lakes area. Kentucky’s Toll Road 
from Louisville to Elizabethtown, 
Ky., may well be considered the 
center link in this vast chain of 
expressways to Miami. Florida’s 
110-mile Sunshine Parkway will 
extend from Hollywood to Fort 
Pierce, Fla., which will be the 
southern leg of this tremendous 
project. 





Foresee Automatic Factory 


Experts of the Illinois Institute of Technology, Chicago, “say, 
in many factory operations, full automation is a reality, and 


it can be made to pay its way. 


However, they advise caution 


before making investments in automatic equipment. 


A consensus of a panel of ex- 
perts in a workshop session held 
March 4 at Illinois Institute of 
Technology, Chicago, was that al- 
though the automatic factory may 
not yet be here, full automation 
is a reality in many factory oper- 
ations. 

The panel members agreed that 
automation can be made to pay 
its way, but they added that each 
situation must be carefully ana- 
lyzed before investments in auto- 
matic equipment are made. Such 
analyses, they said, should show 
where the equipment will amor- 
tize itself and where it won't. 
They explained that a manufac- 
turer ordinarily must take it a 
small step at a time, automatizing 
one process and then another. 


The experts also agreed that the 
term “automation” is used differ- 
ently by different people. For 
purposes of the workshop session, 
they defined it as meaning factory 
operations in which parts are 
mostly handled without human 
effort. Human workers do two 
things—they set up the machines 
and they maintain them. As an 
example, panelist L. J. Bishop of 
Mechanical Handling Systems, 
Inc., Detroit, describéd_a machine 
his company had built and in- 
stalled for a manufacturer of 
foam-rubber mattresses. Starting 
with liquid latex, the machine 
performs each operation succes- 
sively and automatically with only 
14 operators. It runs 24 hours a 
day and six days a week, requir- 
ing almost no service, 

“However,” Bishop warned 
“you don’t build a machine like 
that overnight. You need a lot 
of experience, and you have to be 
sure you build quality into it. 
Otherwise the customer will lose 


in maintenance ‘costs what he 
gains in efficiency.” 
Another panel member, C. F. 


Hautau of Hautau Engineering 
Company, Ferndale, Mich., sup- 
plied other striking examples of 
automation that has arrived. He 
described amanufacturer of 
coaster brakes faced with going 
out of business because foreign 
manufacturers, using cheaper la- 
bor, could undersell him. Hautau’s 





organization was called in and 
was able to reduce costs to a com- 
petitive level by making the proc- 
ess more automatic. 

“Automation can revive a dying 
industry,” Hautau declared. “In 
some cases, it is the last resort.” 

Hautau also described a grind- 
ing machine for roller bearings 
that checks each piece as it is 
made. If it is imperfect, the ma- 
chine automatically compensates. 
It then checks the next piece and 
compensates again if necessary. 

“Continuous part-to-part cor- 
rection of this sort is feasible in 
quantity production only with 
automatic equipment,” he said. “It 
is the answer to the problems of 
many manufacturers of high-pre- 
cision parts.” 

L. F. Hesse, Gisholt Machine 
Company, Madison, Wis,, also de- 


clared that automation is the 
answer in many processes. He 
cautioned, however, that there 


still are jobs that cannot yet be 
taken over by automatic machines. 
“Everything depends on the eco- 
nomics of a particular job,” he 
said. 

E. H. Wavering, Motorola, Inc., 
Chicago, described the radio and 
television set manufacturers as 
being considerably behind some 
other industries in adopting auto- 
mation techniques. 

“This probably is because we 
handle many different kinds and 
shapes of materials,” he said, “and 
also because we are primarily as- 
semblers. However, I expect prog- 
ress to be rapid from now on as 
we and our suppliers learn more 
about designing for automatic 
assembly.” 


Joins L. C. McClure Co. 


11 to Tue FINANCIAL CHRONICLE) 


TAMPA. Fla.—Thomas G. Wil- 


(Spec 


liams is now associated with Louis 
C. McClure & Co., 617 Madison 
Street. 


Varnedoe, Chisholm Adds 


to Tue PInaNcIAL CHRONICLE) 


SAVANNAH, Ga.— Walter R. 


Special 


Belford is now with Varnedoe, 
Chisholm & Co., Inc., Savannah 
E ok & Trust Building. 

















‘reduction in 


‘tivity would 
-dislocate our 
. governmental 


Nalion Gannot Afford a. 10% Business. Dip! 
Floyd Cramer, tells Queens Chamber of Commerce such a 
slump would dislocate our governmental processes completely. 


In a talk before the Queens 
Charber of Commerce on March 


‘15, Floyd Cramer, President of 


the Washington Heights Federal 
Savings and 
Loan Associa- 
tion, New 
York City, 
warned that 
“‘we cannot 
afford an eco- 
romic let- 
down of any 
sort. A 10% 


business ac- 





processes 
completely. 
Deflation to 
the extent percentagewise of that 
which descended upon us in the 
1930’s would not leave the gov- 
ernment with sufficient income to 
service its present debt and care 
for the disabled veterans of prior 
wars. Any idea that taxes could 
be raised on those remaining em- 


Floyd Cramer 


‘ployed to make up for the taxes 
‘tost on those unemployed is sheer 


nonsense.” 

“We live today in an age of in- 
flation,’ Mr. Cramer pouined out. 
“It is time the American people 
became aware of this fact. Politi- 
cal leaders who talk otherwise 
are cither naive beyond compre- 
hension or are guilty of a colossal 
hoax upon the American public. 
The present and past generations 
have known nothing but war so 
far as our international relations 
are concerned. This in itself is a 


disrupter of economic stability. 
That which has contributed most, 
however, to economic disruption 
is the change in our living stand- 
ards. People cannot undergo the 
changes Americans have encount- 
ered in the past 40 years without 
some dislocation in their econ- 
omy” 

Continuing, Mr. Cramer added: 

“It is often cited that the pound 
sterling dij not change in value 
for t’e 100-year period following 
the close of the Napolecnic Wars. 
What is not pnointed out is that the 
living standards of te British 


people changed very little during 


this period. The same type of 
wagons and other means of trans- 
portation belonging to individuals 
was in vogue in 1914 as those in 
1814. Houses and accommodations 
of wll sorts remained relatively 
unchanged during this period. To- 
day we change automobiles al- 
most every year. The same thing 
takes place in our housing ac- 
commodations. The American 
housewife uses electricity in her 
kitchen today more than was used 
throughout the house at the time 
of Pearl Harbor. When we talk 
of stabilizing cur economy we 
ought to ask ourselves just what 
we mean by stability. I, for one, 
do not think that the American 
people are in any mood for com- 
plete stability. I think they want 
to go on improving their living 
standards and that they are will- 
ing and ready to pay for these 
things. Therefore, I do not think 


that we can or will have a depres- 
sion in tre near future.” 





Institute of Investment 


Banking 


Second Annual Session Opens April 12 


CHICAGO, Ill.—The second an- 
nual session of the Institute of 
Investment Banking will be held 
at the University of Pennsylvania, 
Philadelphia, during the week of 
April 12, it was announced by T. 
Jerrold Bryce, Clark, Dodge & 
Co., New York, President of the 
Investment Bankers Association 
of America. 

A three-year executive devel- 
opment program is offered by 
the Institute for partners and of- 
ficers of member firms and other 
personnel being trained for po- 
sitions of increasing responsibil- 
ity. It is sponsored by the Edu- 
cation Committee of the IL. B. A. 
in cooperation with the Wharton 
School of Finance and Commerce. 

The project is an outgrowth of 
the highly successful investment 
banking seminars held in Phila- 
delphia under the same sponsor- 
ship in 1951 and 1952. The sem- 
inars provided a one-week re- 
fresher course for seasonal per- 
sonnel. The response by the in- 
dustry to the two-year seminar 
experiment was most favorable 
and lead to the establishment of 
the Institute in the Spring of 
1953 to provide a permanent and 
more extensive training oppor- 
tunity for the securities business. 

Two programs are being of- 
fered in 1954: A first year curric- 
ulum for those just enrolling in 
the Institute, and a second year 
curriculum for those who at- 
tended the 1953 session. 

It is expected that most of the 
143 men who were enrolled in 
the Institute last year will re- 
turn for the second-year course 
in 1954. In addition, provision 
has been made for 100 new en- 
rollees. 

Registrants will be quartered in 
the Penn-Sherwood Hotel and 
will attend a series of integrated 
classes on the university campus 
for one week each spring for 
three consecutive years. Those 
completing the three-year pro- 
gram will be awarded a Certifi- 
cate of Merit in recognition of 


their specialized training in the 
investment banking business. 

W. Carroll Mead of Mead, Mil- 
ler & Co., Baltimore, Chairman of 
the I. B. A. Education Committee, 
and head of the Institute Plan- 
ning Committee, is in charge of 
the project. 

According to Mr. Mead: “It is 
the purpose of the Institute to de- 
velop leadershin erd to increase 
the efficiency of all those who at- 
tend. Authorities drawn from 
the securities industry, from 
business, government and educa- 
tional circles, will discuss topics 
of current significance to the in- 
vestment business. Registrants 
will benefit not only from par- 
ticipation in the discussions, but 
will have the additional advan- 
tage of meeting and exchanging 
views with others in the indus- 
try from all parts of the country.” 

Significant topics on the pro- 
gram include: 


First Year Program 


Recruiting and Selecting Per- 
sonnel; Sales Training Methods. 


Public Relations; Advertising: 
Available I. B. A. Tools to In- 
crease Business; Selling Tech- 
niques. 

Management Control of Se- 
curities Firms—A Panel Dis- 
cussion. 

Trends in Over-the-Counter 
Markets: New Forces in Secu- 
rities Markets. 

Tools of Economic Analysis: 
Determinants of the Level of 


Business Activity; Economic Sta- 
bilization. 

Mutual Funds—Advantages and 
Problems. 


Second Year Program 

Institutional Investment Prac- 
tices: Commercial Banks, Life In- 
surance Companies, Fire and Cas- 
ualty Companies; Mutual Funds 
and Pension Funds. 

Legal, Regulatory and Legisla- 
tive Problems: Self-Regulation: 
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Federal Regulation and Legal 
Problems. 

Investment Banking Opera- 
tional Problems: Underwriting: 
Syndicate Techniques; Trading; 
Public Offering of Stock in a 
Privately Owned Company —A 
Case Study. 

Banking System and the Money 
Market; Government and Interest 
Rates; Interest Rate Determinants 
and Projections. 


Combined First and Second Year 


Off-Street Parking Bonds; Toll 
Road Bonds. 

The Natural Gas 
Whither Electronics. 

Current Economic Problems— 
Crowth Stocks in the 1951-54 
Market; Economic Outlook. 

Tentative registrations received 
in response to the Preliminary 
Announcement of the Institute 
some months ago indicate a broad 
interest in this training program. 
In the opinion of the Institute 
Planning Committee, applications 
will undoubtedly exceed the ac- 
commodations available, and it 
may be necessary to allot enroll- 
ments. 

Additional information on the 
Institute may be obtained from 
the Educational Director, Invest- 
ment Bankers’ Association of 
America, 33 South Clark Street, 
Chicago 3, Ill. 


Dillon, Read Group 
Makes Secondary Offer 


Dillon, Read & Co. Inc. headed 
an investment banking group 
which offered for public sale yes- 
terday (March 17) 200,000 shares 
of Texas Gas Transmission Corp. 
$5 par value common siock at 
$17.25 per share. 

The 200,000 shares are being 
sold to the underwriters oy J. h. 
Hillman & Sons Co. (142,509 
shares) and Pennsylvania Indus- 
tries, Inc. (57,500 shares). 

Texas Gas Transmission Corp. 
owns and operates a natural gas 
pipe line system which begins in 
east Texas and extends through 
Louisiana, Arkansas, Mississipp!, 
Tennessee, Kentucky and Indiana 
to a point in western Ohio. The 
over-all system has a daily de- 
livery capacity of about 1,069 mil- 
lion cubic feet of natural gas and 
includes about 3.232 miles of pipe 
line and 21 compressor stations. 
For 1953 operating revenues were 
$63,329,436 and earnings annlics 
ble to common stock amounted 
to $4,183,636, equal to $1.59 per 
share on the common stock. 

During 1953 the common stock- 
holders were paid cash dividends 
amounting to $1 per share and a 
stock dividend of 2%. A quarterly 
dividend of 25 cents per share was 
paid on March 15, 1954. 


A. W. Schottland Opens 


Al W. Schottland is engaging in 
a securities business from offices 
at 255 West 90th Street, New York 
City. 


Industry; 


Murray Wagner Forms Co. 


Wagner & Co. has been formed 
with offices at 15 William Street, 
New York City, to engage in the 
securities business. Partners are 
Murray Wagner, Pearl Sano and 
Martha Trautwig. Mr. Wagner 
was formerly with L. D. Sherman 
& Co. 


With George V. Yates 

(Special to THe Financial CHRONICLE) 
CARMEL, Calif. — Gail L 
Chandler has joined the staff of 
George V. Yates & Co., Jorgenson 


Building. 
Neary, Purcell Adds 
(Special to Tue FINANCIAL CHRONICLE) 


LOS ANGELES, Calif. — Hugh 
H. Crowe has become connected 
with Neary, Purcell & Co., 210 
West Seventh Street, members of 
the Los Angeles Stock Exchange 
He was previously with Barbour, 
Smith & Co. 
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Bank and Insurance Stocks 


This Week — Bank Stocks 


The earnings and expenses of New York central reserve city 
banks for the past several years were summarized and discussed 
in the March, 1954 “Monthly Review” published by the Federal 
Reserve Bank of New York. 

In addition to presenting a composite picture of operating 
results in recent periods, the figures and discussion are interesting 
to stockholders of bank shares for a number of other reasons. 

As the figures are presented on a comparable basis for the 
last two years, they show the extent and impact of “tax switch- 
ing” and security losses on final earnings for last year. These 
losses for 1953 amounted to some $30.4 million as compared to 
$3.7 million in the previous period. Had it not been for this factor, 
net profits for the year would have been substantially higher. 

A second factor is that by examining the figures for past 
periods and analyzing the adjustments that were made, it is pos- 
sible to obtain some idea of the direction and nature of account- 
ing to an extent not available in most annual reports. 

To illustrate the foregoing a tabulation on earnings and ex- 
penses of New York central reserve city banks for the past two 
years taken from the “Monthly Review” of the Federal Reserve 
Bank of New York for March, 1954 is shown below. 


New York Central Reserve 


Items City Banks 
(Millions) 
Earnings: 
On U. S. Government securities___..._._--_- 133.8 136.7 
Geb. Ge, SOEUR. 6 cn cnatbectitinidmeagulbndss 42.9 42.9 
6 AEE CS ae ee aE 377.8 433.6 
Service charges on deposit accounts______-- 18.2 19.6 
IE SEE: 66.6 69.6 
ED AI cae ess snttnanctsint stivicnth ehesiataiea dlittdead de 52.0 54.6 
Beek current GORING. oncccctscimereoss 691.3 757.0 
Expenses: 
I a el 212.8 228.0 
Interest on time deposits__..........--.--- 17.9 28.1 
Ce WE, ocd cnn enn ntindbiaeemmion 139.8 148.0 
Total current expenses._................ 370.5 404.1 
Net current oper. earnings before income taxes 320.8 352.9 
Net recoveries (+ ) or charge-offs (—) onloans + 2.4 + 2.1 


Security profits and recoveries (+) or charge- 


OS Se ee ae ee ee — 3.7 — 304 
All other net recoveries (+) or charge- 
OG (<-) 1. <ti~ aS ee Ss ott. he VS — 64 
Net additions to (—) or deductions from (-+-) 
valuation reserves for: 
Loan losges.......... — 11.9 — 99 
Security losses_._..... + 3.7 + 42 
Net profits before income taxes______________ 313.2 312.5 
BD Gl GSS Ps bin eet watien, clita dees 138.6 151.4 
Net profits after income taxes____________- 174.6 161.1 
Cash dividends paid or declared___.________~ 94.7 103.2 
Retained earnings - RE Oe. ee 79.9 57.9 


One of the most interesting features of the above figures is 
the total of $9.9 million added to valuation reserves for loans last 
year. Most of the banks had by the end of 1952 completed the 
buildup of loan Joss reserves to the maximum permitted by the 
existing formula of the Bureau of Internal Revenue. Thus the 
increase in reserves last year on this account was accomplished 
largely without benefit of tax exemption. In other words the 
additions to the loan loss reserve in 1953 were made after taxes. 

According to the discussion by the New York Federal Reserve 
Bank these increases in reserves were made in the hope that the 
Bureau of Internal Revenue this year may allow the banks to 
increase the amount of such reserves deductible for tax purposes. 

It is interesting to note that had the $9.9 million not been 
deducted from income last year, reported net profits of the New 
York banks would have been higher in spite of the substantial 
security losses. 


Obviously these accounting adjustments will exert an impor- 
tant influence on earnings and net profits in the current year. 
The decline in interest rates and the corresponding rise in bond 
prices over the past six months has resulted in substantial profits 
on security holdings in contrast to losses of last year. 


Also should the Bureau of Internal Revenue permit larger 
reserve accumulations, a portion has already been set aside and 
the tax saving could be a direct benefit to operations. If the 
Bureau does not permit additional loan loss reserves, the volun- 
tary accumulations this year should be smaller. 


It would appear from this that accounting adjustments this 
year will be an important factor in maintaining the net profits 
of the New York banks regardless of operating considerations. 








NATIONAL BANK 
of INDIA, LIMITED 


Bankers to the Government in 
Kenya Colony and Uganda 


Head Office: 26, Bishopsgate, 
London, E. C. 2 
Branches in India, Pakistan, Ceylon, 
Burma, Aden, Kenya, Tanganyika, 
Uganda, Zanzibar, and Somali- 
land Protectorate 


Christiana 
Securities Co. 


We have prepared a new 
Bulletin which we will be 
glad to supply on request. 


Laird, Bissell & Meeds 
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Drift Toward 


Dr. Einzig reveals considerable 


° "ewer re & 


regarding a major depression in U. S. 
utterly bewildered by almost complete absence of any action 
to prevent a slump, and hold recent reduction in Federal Re- 
serve discount rate is “too late and too little.” Says situation, 
socially and politically, is more vulnerable than quarter 


Britain Pessimistic Regarding U.S. 


Major Crash 


By PAUL EINZIG 


growing uneasiness in Londen 
Says Britishers are 


century ago. 


LONDON, Eng.—tThere is a 
growing uneasiness in London 
about the way in which the United 
States are drifting into a 
major depres- 
sion. Until re- 
cently official 
optimism in 
Washington 
succeeded in 
impressing 
British offi- 
cial and ex- 
pert opinion. 
Officials of 
the United 
States Ad- 
ministration, 
in private 
conversation 
with their 
British col- 
leagues, repeatedly stated that all 
the necessary plans are ready to 
be applied if and when it should 
be necessary to counteract a re- 
wession. These assurances carried 
much conviction, apart from other 
reasons because it was realized 
that the Republican Administra- 
tion could not possibly afford po- 
litically to allow another slump to 
develop under its regime. So the 
assurances were readily accepted 
whenever they were repeated dur- 
ing 1953. 

Towards the end of last year, 
and even more since the begin- 
ming of this year, however, the 
assurances gradually lost much of 
their convincing force. This was 
because of the growing evidence 
that, whether or not the United 
States Government has the means 
at its disposal to check a reces- 
sion before it gets out of control, 
it is certainly unable or unwilling 
to use them. Month after month 
the recession has been making 
progress. The pace of its progress 
is in itself not alarming, but its 
relentless persistence is causing 
concern. Some of the latest pub- 
dic pronouncements of American 
experts are not nearly as reassur- 
ing as they were a few months 
ago, and the indices of business 
activity confirm their uneasiness. 
In particular the reports that the 
mumber of unsold motor cars has 
reached a record level is con- 
sidered significant, in view of tne 
importance of the automobile in- 
dustry in American prosperity. 

American economists of the 
standing of Professor Samuelson 
are no longer asking themselves 
whether the United States are un- 
@ergoing a recession. They now 
answer that question unhesitat- 
ingly in the affirmative. So, after 
all, the Eisenhower Administra- 
tion has allowed a recession to 
develop. We on this side of the 
Atlantic are utterly bewildered by 
the almost complete absence of 
any action to prevent a slump. 
Everybody is at a loss to under- 
stand what the United States Gov- 
ernment is waiting for. If it has 
the means to check the develop- 
ment of a deflationary spiral, why 
does it not employ those means? 

It is considered conceivable that 
the Republican Administration, 
having gained office with an anti- 
4nflationary program, feels bound 
#0 carry out its pledge even at the 
cost of 4 moderate recession. After 
many years of inflation it is un- 
Gerstcsidable if any responsible 
goverament has developed an anti- 
inflationary bias. But where is 
the limit up to which the United 
States Government feels it safe 





Dr. Paul Einzig 


to allow the recession to proceed 
before it is prepared to intervene 
effectively even at the risk of 
reverting to inflation? And will it 
be possible to check the trend 
once that limit, wherever it is, 
has been reached? Such questiors 
are causing much concern among 
British businessmen who realize 


that their prosperity is closely 
linked with that of American 
business. 


Up to now the only noteworthy 
action taken against the recession 
has been the recent reduction of 
the bank rate in New York and 
other Federal Reserve Districts. 
But many people are wondering 
whether this measure is not “too 
late and too little’? It has cer- 
tainly failed to produce any im- 
pressive results, judging by the 
latest reports on business condi- 
tions in the United States. It seems 
that much more drastic action is 
needed before the adverse trend 
is checked and reversed. 

Although the steady tone of 
Wail Street at the beginning of 
March after its recent setback is 
considered gratifying, in itself it 
is not accepted as being reassur- 
ing. After all, Wall Street has not 
always been right in the past as 
an indicator of coming changes 
in trends. It is readily admitted, 
however, that this time Wall Street 
is not likely to become the cause 
of a major trade slump, as stock 
prices have not been driven up to 
such dangerously high level as in 


1929, so that the slump, if and 
when it should come, would be 
less cestructive. 

Even though financially and 


economically the situation is in- 
comparably less vulnerable than 
it was a quarter of a century ago, 
socially and politically it is in- 
compaarbly more vulrerable. In 
the meantime the political and so- 
cial balance of power has changed 
considerably throughout the 
world. Although this change has 
been much less pronounced in the 
United States than elsewhere, ob- 
servers from this side of the 
Atlantic are inclined to doubt 
whether on this occasion the 
American working classes would 
put up with mass unemployment 
the way they were prepared to 
put up with it during the ‘thirties. 
And it is quite certain that a ma- 
jor slump in the United States, 
with its inevitable repercussions 
throughout the free world, would 
throw the democratic system in 
jeopardy in Western Europe and 
elsewhere. Much more is now at 
stake than mere prosperity. 
Although all this is fairly obvi- 
ous there is a growing doubt in 
Britain whether the American au- 
thorities have fully realized the 
extent of the world-wide risk in- 
volved in unduly delaying effec- 
tive action against the recession. 
Compared with the full extent of 
the risk of a collapse of demo- 
cratic regimes in Western Europe 
a resumption of moderate infla- 
tion may well appear to be a con- 
sideration of minor importance. 
Seemingly this is not the view 
taken, however, in Washington. 
Or is it conceivable that the Ad- 
ministration is not fully aware of 
the disastrous effect that an Amer- 
ican slump would produce outside 
the United States? As a result of 
a swing to the left in most coun- 
tries of the free world that would 
result from large-scale unemploy- 
ment the United States might 
easily find themselves politiczly 
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and economically isolated. One 
should have thought that a fur- 
ther rise in the price index by a 
few points would be a low price to 
pay for an insurance against this 
risk aswell as the risk of a 
major depression in the American 
economy. 


Francis |. du Pont and 
Jas. Bennett to Merge 


Edmond du Pont and Alfred 
Rhett du Pont, Senior Partners of 
Francis I. du Pont & Co., of New 
York, and Frank A. Miller, Senior 
Partner of 
James E. Ben- 
nett & Co., of 
Chicago, have 
announced 
that a merger 
of the two 
firms would 
become ef- 
fective on 
April 1, 1954. 
The combined 
firms, both 
members of 
the New York 
Stock Ex- 
change with 
memberships 
in other leading security and com- 
modity exchanges, will continue 
business under the name of 
Francis I. du Pont & Co. Main 
offices will be in New York and 
Chicago for securities and com- 
modities respectively. 

The combined facilities will in- 
clude 62 offices in 19 states and 
the District of Columbia, includ- 
ing such major cities as Wilming- 
ton, Delaware, Philadelphia, 
Washington, Cleveland, Milwau- 
kee, Minneapolis, St. Louis, 
Memphis, Kansas City, New Or- 
leans, Fort Worth, Dallas, San 
Francisco and Los Angeles. In 
addition, there are two offices 
abroad, in London and Lausanne, 
Switzerland. The private wire 
system will extend from coast to 
coast and from Minneapolis to 
New Orleans. The firms maintain 
large, well staffed and thoroughly 
equipped research departments for 
securities and commodities. 

All of the partners of James E. 
Bennett & Co., each of whom has 
been associated with that firm for 
many years, will become general 
partners of Francis Il. du Pont & 
Co. The present personnel of 
James E. Bennett & Co. will be- 
come associated with Francis I. 
du Pont & Co. and all branch of- 
fices will be maintained as hnere- 
tofore by the same staff. Frank 
A. Miller, Senior Partner of James 
E. Bennett & Co., has been with 
that firm since 1904, a Partner 
since 1917 and Senior Partner 
since 1948. 

In a joint statement, the senior 
partners of the firms said: “We 
believe that more people want to 
become direct owners of the 
American economy. This merger, 
by extending the combined facil- 
ities of both firms to many more 
investors throughout the country, 
will provide greater opportunities 
to broaden this ownership. In 
addition, the merged organization 
will offer enlarged facilities for 
dealing in commodities and act- 
ing as commission merchants for 
the trade throughout the country.” 

James E. Bennett & Co. was 
founded in 1880 and is one of the 
oldest and best known firms in 
the securities and commodities 
business. The firm, which estab- 
lished its first leased wire be- 
tween Chicago and St. Louis in 
1906, pioneered in the dissemina- 
tion of commodity in formation 
on the cash and futures markets 
and has expanded its facilities to 
major commodity centers through- 
out the country. One of the out- 
standing services provided by the 
firm is its forecast of crop pro- 
duction. Presently the firm main- 
tains 30 offices. 

The organization of Francis I. 
du Pont & Co. in 1931 marked 
the entrance of the du Pont fam- 
ily, long a leader in American in- 





Edmond du Pont 


dustry, into Wall Street. Francis 
I. du Pont, founder of the tirm, 
organized the Experimental De- 
partment of E. I. du Pont de 
Nemours and was a Director of 
that company. Edmond du Pont 
and Alfred Rhett du Pont are 
his sons. Since 1931, Francis IL. 
du Pont & Co. has grown from a 
small New York Stock Exchange 


member firm to one of the largest, 
with 32 offices throughout the 
United States-serving tens of 
thousands of investors: In addi- 
tion “to its brokerage business in 
securities and commodities, the 
firm %s active in the fields of un- 
derwriting and distribution of 
municipal and corporate secu- 
rities. 
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The Wrong Read to 
Redeemable Currency 


facts and the related considera- 
tion of intent on the part of our 
government. 

Besides the evidence, past and 
present, as to ratios of gold stock 
to non-gold money and deposits, 
there is the further consideration 
of the state of surplus reserves in 
Federal Reserve banks at the 
time a particular ratio of gold to 
non-gold money and deposits is 
under scrutiny. Today, for exam- 
ple, the surplus reserves of the 
Federal Reserve banks are such 
that, at present reserve ratios for 
Federal Reserve and member 
banks, and with 3% of our gold 
stock drawn into circulation — a 
reasonable expectation in the light 
of the fact that such was a com- 
mon maximum for the _ period 
July, 1923, to April, 1932, inclu- 
sive—they would support an addi- 
tional supply of bank deposits to 
the extent of approximately $224 
billion above the $195 billion out- 
standing (as of Nov. 25, 1953). In 
1920, in contrast, when the ratio 
of gold stock to non-gold money 
and deposits was down to 6.7% 
on the average for the year, the 
surplus reserves of the Federal 
Reserve banks (during the Spring 
of 1920) were practically exhaust- 
ed — eight of those banks were 
paying tax penalties for deficien- 
cies in reserves. A contraction in 
credit and business liquidation 
were results, although of course 
other factors were also involved. 

But with a gold reserve ratio 
of 9.9% and with a huge volume 
of surplus reserves in Federal Re- 
serve banks, plus the favorable 
psychological atmosphere which 
announcement of intention to re- 
deem generates — pertinent facts 
and considerations with which 
Mr. Hazlitt did not deal—he could 
not possibly demonstrate in any 
valid manner that those who con- 
tend that the United States can, 
and should, institute redemption 
at $35 per fine ounce of gold are 
not on sound ground. 

Mr. Hazlitt contends further 
that employing current reserve 
ratios, as compared with past, is 
also superficial because whereas 
in December, 1926, and December, 
1933, we held 45% and 33.6%, re- 
spectively, of the world’s mone- 
tary gold supply, we now hold 
60.8% and that if as a consequence 
of our nation and others return- 
ing to a gold standard our supply 
were forced back to 40% this 
would reduce our ratio to only 
about 7%. 

One question is whether such a 
redistribution of the gold supply 
would take place. That falls in 
the area of speculation. The next 
question is whether, if Mr. Haz- 
litt’s assumption should be valid, 
a ratio of 7% would be sufficient 
to maintain redeemability of our 
currency. Much depends on the 
size of the surplus reserves of the 
Federal Reserve banks when the 
ratio reaches 7%. Should they be 
so low as to cause the Federal Re- 
serve banks to raise rediscount 
rates sharply, as in 1920, and per- 
haps to put other sharp brakes on 
the use of credit, this nation might 
well be confronted with a contrac- 
tion of credit at that level as a 
price of maintaining redemption. 
The ratio was 6.7% in 1920. With 
very little surplus of reserves 
available a contraction of credit 
set in, but there was no serious 
thought that redemption would or 
Should be suspended. In 1928, 


when the average ratio for the 
year was 7.2%, surplus reserves in 
Federal Reserve banks were large 
—the percentages of total re- 
serves ranged from 63.6 to 74—, 
there was no general contraction 
of Federal Reserve or member 
bank credit and no discussion of 
a possibility of not maintaining 
a redeemable currency. 

It seems to be a reasonably 
good guess that if the ratio of our 
gold stock to non-gold money and 
deposits should fall below 7% we 
might well be in a condition, if 
surplus reserves of Federal Re- 
serve banks were also very low, 
in which it would be unwise to 
attempt resumption. 

But the facts are that we have 
a gold ratio of 99% and huge 
surplus reserves in Federal Re- 
serve banks. These facts nullify 
Mr. Hazlitt’s contentions in re- 
spect to the inadequacy of our ra- 
tio of gold to non-gold money 
and deposits. Furthermore, at no 
place in his articles does he seem 
to recognize the fact that with the 
institution of redemption the ten- 
dency should be for gold to flow 
to the United States. 

The remainder of Mr. Hazlitt’s 
argument in respect to what he 
assumes the situation might be if 
certain things should happen is in 
thes peculative area. His argu- 
ments in this area are no more 
logical than would be a conten- 
tion that since we might become 
involved in another war which 
might cause another suspension 
of redemption we should not en- 
joy the benefits of redemption 
when the evidence is that they 
are within our reach. Using that 
variety of argument one could 
contend with equal consistency 
that we should not attempt to en- 
joy peace since we may lose it 
again in another war. 

Mr. Hazlitt says that “The reat 
error of those who think we could 
safely return to a full gold stand- 
ard at a rate of only $35 an 
ounce lies in the assumption that 
there is some fixed ‘normal’ per- 
centage of gold reserves to out- 
standing money liabilities that is 
entirely safe under all conditions. 
This, in fact, is not true of any 
gold reserve of less than 100%.” 

It would have been helpful if 
Mr. Hazlitt had cited a single 
monetary economist, who advo- 
cates resumption at the present 
statutory rate, who ever advanced 
the alleged assumption as to 
“some fixed ‘normal’ percentage 
of gold reserves that is safe under 
all conditions.” And, as to the 
statement that no gold reserve of 
less than 100% is safe under all 
conditions, it should be recognized 
that probably no nation since the 
development of bank deposits on 
a fractional reserve system ever 
had, or ever could get, a 100% 
gold reserve against all its non- 
gold money and deposits. The 
maintenance of a redeemable cur- 
rency on a fractional reserve sys- 
tem does not involve such con- 
siderations as a 100% ratio. 

Mr. Hazlitt goes on to say that 
when confidence in the money 
managers is badly shaken, a gold 
reserve far above this (non-exist- 
ent) “normal” is required to 
maintain redeemability. He does 
not say what this alleged “nor- 
mal” is or what “far above” this 
*“normal” is. 

Finally, in this article (of Jan. 
18) he says that today confidence 
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in “the world’s monetary man- 
agers has been all but destroyed,” 
that it “may take years” to restore 
it. and that until this is done “any 
effort to resume a full gold stand- 
ard at $35 an ounce might precip- 
itate a violent deflation.” 


All that those observations 
mean is that Mr. Hazlitt is op- 
posed to a return to a gold stand- 
ard at $35 an ounce since it 
“might precipitate a violent defla- 
tion”! That is an attempt to scare 
people without producing good or 
valid evidence in support of such 
a warning. é, 

Furthermore, to set up the con- 
dition that confidence in “the 
world’s monetary managers” must 
be restored before we could safely 
institute redemption is equiva- 
lent to saying that all such man- 
agers must be made good and 
wise before we could have a gold 
standard. That means, of course, 
that we should never redeem. 


The fact of the matter is that 
Wwe need not concern ourselves 
with “the world’s monetary man- 
agers”; our chief concern is with 
our own. And there is no good 
reason to suppose that there ever 
could be a basis for confidence in 
them so long as they manage and 
want to manage an irredeemable 
currency. The correct solution lies 
in putting our money managers 
under the restrictions of a re- 
deemable currency. 

Mr. Hazlitt’s article of Jan. 25 
on “How to Return to Gold” says 
that the “new dollar-gold ratio 
that we should aim at is one at 
which gold convertibility can be 
permanently maintained, and that 
will... neither bring a rise or a 
fall in prices.” 

The question arises as to how 
he can determine a ratio that can 
be permanently maintained in 
the light of-his statement in his 
preceding article that no gold re- 
serve ratio of less than 100% is 
entirely safe under all conditions. 
Next, his idea that a specific ratio 
of gold to non-gold dollars and 
bank deposits will maintain a 
steady price level cannot be suc- 
cessfully defended. 

Mr. Hazlitt says that “the $35 
figure” for an ounce of fine gold 
is not “sacrosanct,” that those 
who advocate the maintenance of 
the $35 rate are acting on “un- 
convincing evidence,” and that to 
obtain “a guide to a new dollar- 
zold ratio that we can hold” we 
must “test the state of confidence 
in a temporary free market for 
gold.” 

This recommendation means 
that the fixity in our standard 
gold dollar should be suspended, 
that the United States should 
adopt a thorough-going system 
of irredeemable currency, that 
gold should be demonetized—in 
short, that we should embark 
upon the worst type of monetary 
system known to man and look 
forward to another devaluation 
of our dollar. Mr. Hazlitt de- 
scribes all this as a “temporary” 
step in a “return to gold.” 

Part of his justification for his 
recommendation of a_ so-called 
“free” market for gold under an 
irredeemable currency is_ that 
“values and prices [such as $35 
per fine onuce of gold| are not 
set by mathematical calculations, 
but by supply and demand operat- 
ing through free markets.” Here 
Mr. Hazlitt confuses the deter- 
mination of prices in free markets 
with the question of the require- 
ments for a good monetary stand- 
ard in which the prices are quoted. 
Furthermore, iree markets in 
terms of a non-fixed monetary 
standard are very different from 
free markets in terms of a fixed 
standard monetary unit. If free 
markets are to function well, 
there must be fixity in the stand- 
ard monetary unit and the cur- 
rency must be redeemable in the 
standard unit. But, because prices 


fluctuate in free markets, Mr. 
Hazlitt is contending that the 
standard in which these prices 


are quoted also should fluctuate 
to determine what the proper 
dollar price for an ounce of gold 


should be. In other words, he 
would destroy the present stand- 
ard unit to determine through the 
use of thorough-going irredeem- 
able currency what he contends 
would be the proper standard 
unit. 

To institute his so-called “free” 
gold market he proposes that the 
Administration announce imme- 
diately its intention to return to 
a full gold standard by a series 
of steps dated in advance and 
that the Federal Reserve banks 
and the Treasury “temporarily 
suspend ali sales or purchases of 
gold, merely holding on to what 
they have. Simultaneously with 
this step, a free gold market will 
be permitted.” 


Thus the Treasury, which he 
says holds 60.8% of the world’s 
monetary gold supply, is to sit on 
the side lines with its large stock 
while the so-called “free” gold 
market is to operate in respect to 
a very limited supply; and this 
arrangement, according to his pro- 
posal, is supposed to determine 
the proper dollar price for our 
entire supply of gold. This is his 
recommendation for obtaining “a 
guide to a new dollar-gold ratio 
that we can hold.” 

In recent weeks the price for 
gold in free and quasi-free mar- 
kets abroad has settled close to, 
or at, the price of $35 per fine 
ounce maintained by our Treas- 
ury and Federal Reserve banks 
in their dealings with foreign 
central banks. This fact is not 
dealt with by Mr. Hazlitt in con- 
nection with his contention that a 
free market for gold is necessary 
for us to determine the correct 
goid value of our dollar. But with 
a highly restricted so-called 
“free” gold market, of the type 
proposed by Mr. Hazlitt, opened 
in this country, there probably is 
no way to estimate with any ac- 
curacy where the price of this 
very limited supply of gold might 
go under the oressure of the spec- 
ulative forces which might enter 
the picture. 

Tne incorrectly-labeled “free” 
gold market proposed by Mr. Haz- 
litt is the tyne which has been 
recommended again and again in 
recent years by various gold-mine 
interests who have sought a higher 
dollar price for gold and another 
devaluation of our dollar. An im- 
portant consideration in his pro- 
posal that the Federal Reserve 
banks and Treasury “temporarily 
suspend all sales or purchases of 
gold, merely holding on to what 
they have,” is the effect that such 
an arrangement could have on the 
value of our dollar in foreign ex- 
change. If Treasury gold could 
not be used to pay balances due 
other countries when demanded, 
this arrangement, combined with 
a sharply restricted “free” gold 
market, apparently could lead to 
a depreciation in great degree of 
the value of our dollar in terms of 
gold. 

“After watching this [so-called 
“free” gold| market,’ says Mr. 
Hazlitt, “and meanwhile prevent- 
ing any further inflation, the gov- 
ernment, sometime before June 
30, 1955, will announce the dollar- 
gold ratio at which convertibility 
will take place.” 

First of all, the “free” gold 
market proposed could not possi- 
bly measure the value of our cur- 
rency in terms of an unrestricted 
supply of gold because of the huge 
supply which the Treasury is to 
withhold from the market. His 
proposed “free” gold market is 
not a free market in any proper 
sense of the term. 

Next, if a very restricted supply 
of gold is to be subject to the total 
demand in the proposed “free” 
market, and if Treasury gold 
could not be used to settle foreign 
payments due, it hardly seems 
logica] to think of “preventing any 
further, inflation.” If the market 
for gold is to be “free,” even in 
the unjustifiable sense recom- 
mended, the price of gold must be 
permitted to rise to any height 
that the forces of demand for and 
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supply of gold and the foreign ex- 
change situation might send it. 
One cannot have fluctuating prices 
and fixed prices in a “free” mar- 
ket at the same time. 


Then “on and after July 1, 
1955,” proposes Mr. Hazlitt, “for- 
eign central banks will be per- 
mitted to convert dollar holdings 
into gold bullion, and vice versa, 
at the new ratio. The free market 
will continue to be permitted.” 


Although Mr. Hazlitt does not 
indicate that Treasury gold would 
be in the market for foreign cen- 
tral banks at that rate, the state- 
ment weuld seem to lose meaning 
unless he has that in mind. Pre- 
sumably, therefore, foreign cen- 
tral banks could buy from and 
sell gold to the Treasury at the 
new dollar price for gold while 
other people would be confined 
to the restricted “free” gold mar- 
ket. But if the new Treasury 
price should be, say, $70 per ounce 
of gold, the “free” market price 
for gold would of necessity be the 
Same since foreign central banks 
as buyers and sellers would not 
be compelled to pay more nor re- 
ceive less in the free market than 
the Treasury price for gold. 


Regardless of what one may 
think the meaning of this pro- 
posal by Mr. Hazlitt is, it seems 
clear that he intended to provide 
foreign central banks with some 
sort of preference over domestic 
holders of dollars. And why that 
should be done is beyond the un- 
derstanding of this author. 


The unjustifiable nature of this 
proposed discrimination is demon- 
strated in part by the fact that he 
would give foreign central banks 
first claim to our Treasury’s stock 
of gold even though the monthly 
percentages of foreign with- 
drawals have shown themselves 
to be far more erratic than do- 
mestic. The latter are relatively 
low and steady as compared with 
the percentages of foreign with- 
drawals. For example, from June 
to October, 1931, the monthly per- 
centages of our gold exported and 
earmarked for foreign account 
ranged from .672 to 15.83 while 
the monthly percentages in cir- 
culation ranged from 1.59 to 2.34. 
During the months of January- 
June, 1932, the percentages for the 
former ranged from 8.15 to 13.55; 
those for domestic circulation 
ranged from 2.77 to 4.32. For the 
decade, December, 1923-Decem- 
ber, 1932, the former ranged from 
056 (June, 1924) to 15.83 (Octo- 
ber, 1931); the latter ranged from 
1.44 (April-May, 1931) to 4.81 
(December, 1926). 


“On Jan. 1, 1956,” says Mr. Haz- 
litt, “the country will return to 
a full gold-bullion standard. Con- 
version of dollars into gold bars, 
or vice versa, will be open to all 
holders without discrimination.” 
The use of the word “discrmina- 
tion” here seems to indicate a 
recognition on his part that in 
his preceding proposed step some- 
one was being’ discriminated 
against. But why there should be 
discrimination is not made clear. 


Then “on Jan. 1, 1957,” proposes 
Mr. Hazlitt, “the country will re- 
turn to a full gold-coin standard, 
by minting coins and permitting 
free conversion.” 

If one is puzzled as to why he 
recommends returning to a full 
gold-coin standard by first insti- 
tuting the preceding recommended 
stages, Mr. Hazlitt’s answer is 
that it “is to prevent too sudden 
a drain on gold reserves before 
confidence has been _reestab- 
lished.” He does not seem to face 
the fact here that, when his pro- 
posed first step is taken—that is, 
suspension of redemption at $35 
for central banks, demonetization 
of gold, and the establishment of 
his so-called “free” gold market—. 
the only reasonable expectation is 
that confidence in the future 
value of our dollar in terms of 
gold would be sharply impaired 
and that foreign holders of dollars 
would convert them into gold as 
quickly as possible and hold it 


until our dollar is stabilized again 
in terms of gold. 


Should a nation be so unfor- 
tunate as to have a thorough- 
going system of irredeemable 
currency, it must, of course, try to 
determine by the proper proce- 
dures the correct size of the gold 
unit to be adopted. Then its 
Treasury or central bank must 
obtain a sufficient amount of gold 
to permit institution of redeem- 
ability. 

The United States is not in such 
an unfortunate position, and there 
is no valid reason whatever for 
stepping backward into the quick- 
sand of complete irredeemable 
currency as a means of starting 
toward a gold standard. That 
would indeed be the wrong road 
to take to redeemable currency. 
All that is necessary is to take 
the simple step from our re- 
stricted international gold bullion 
standard to a full gold standard 
at the present statutory rate of 
$35 per fine ounce. Our gold stock 
is ample, in the light of past ex- 
perience, to permit this. 


In an article on “The Dollar- 
Gold Ratio” in Newsweek of 
March 1, Mr. Hazlitt attempts to 
give additional reasons why the 
United States should not attempt 
to return to a gold standard at our 
statutory rate of $35 per fine 
ounce. In that article he reaches 
out to English experiences of 1925 
and 1947 and contends that they 
provide a valid warning for us. 
The fact of the matter is that they 
are irrelevant in so far as we are 
concerned, 


Says Mr. Hazlitt in his canclu- 
sion: “It is of the highest impor- 
tance not only to our own eco- 
nomic future, but to the future of 
the world, that we do not repeat 
the British errors by trying to 
return to gold convertibility at an 
overvaluation of the paper dollar 
(which would mean an _ under- 
valuation of gold). A temporary 
free market in gold would give 
us more guidance regarding what 
the new conversion rate should be 
than either an adamant insistence 
on $35 an ounce or some dubious 
calculation based on a pure 
theory.” 

As a prelude to his quoted con- 
clusion, Mr. Hazlitt discussed Brit- 
ain’s return in 1925 to her pre- 
World War I gold pound of $4.87 
in the face of the fact that the 
paper pound had fallen, he says, 
“to a low of $3.18 in February, 
1920, and had returned in late 
1924 to approximately 10% below 
the gold parity.” He then points 
to the fall in prices thereafter un- 
til Britain abandoned her gold 
bullion standard in 1943. 

From that experience of Brit- 
ain, Mr. Hazlitt implies that we 
can derive a valuable lesson in 
respect to our present situation. 
There is a lesson in British ex- 
perience; but it does not have 
the application to the United 
States implied by Mr. Hazlitt. The 
experience of Britain illustrates 
what may happen if a nation has 
inadequate gold reserves and 
adopts a gold bullion standard 
under conditions which subse- 
quently involve deflation of her 
superstructure of credit. But that 
state of affairs is not paralleled in 
the United States today. Our Fed- 
eral Reserve Banks and Treasury 
have maintained the rate of $35 
per fine ounce of gold in our deal- 
ings with foreign central banks 
since Jan. 31, 1934. Britain fol- 
lowed no such course 1915-1925. 
Still further, and in contrast to 
the British situation in 1925, our 
gold ratio and surplus reserves in 
our Federal Reserve Banks are 
such, in the light of experience, 
that we should be able to pass 
from our restricted international 
gold bullion standard and domes- 
tic system of irredeemable cur- 
rency without the slightest diffi- 
culty and with the expectation 
that our economy should receive 
a very important “lift” along the 
lines illustrated so well in 1879. 

Mr. Hazlitt also discusses what 
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he describes as Britain’s repeti- 
tion of “this pattern in essence 
in the summer of 1947, when they 
tried to make the pound con- 
vertible into the dollar at the 
wholly unrealistic rate of $4.03.” 
The implied lesson here again is 
that we should consider that ex— 
perience of Britain and not make 
a similar mistake, whereas the 
fact is that Britain’s experiences 
in 1947, as in 1925, or even in 1949, 
have no relevance to the questioss 
of whether the United States cam 
and should institute redemptiom 
at $35 per fine ounce—the statu- 
tory rate which has been main- 
tained with foreign central banks 
since Jan. 31, 1934. And besides 
the maintenance of that rate is 
the further fact that the rates 
in the various free or quasi-free 
gold markets abroad, which have 
been of no controlling importance 
in our ability to maintain the 
price of $35 per fine ounce of 
gold, have fallen to our officiaB 
$35 rate—a fact not mentione® 
by Mr. Hazlitt. And that is a fae® 
which has great pertinence im 
the type of argument he has beem 


employing. 

The proposals of Mr. Hazlit®é 
for full irredeemable currency, 
demonetization of gold, and ap— 
parently another devaluation of, 
our dollar — all offered as de—»’ 
sirable preludes to returning te 
a gold standard —are proposals 
for evils of the worst sort in the 
field of money. Only certaim 
gold-mine interests and other de— 
valuationists should be able te 
find any satisfaction in the Haz- 
litt contentions and recommenda— 
tions. 


WALTER E. SPAHR, 
Professor of Economics, New 
York University 
Executive Vice-President, 
Economists’ National Com= 
mittee on Monetary Policy 
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Joins Calif. Investors 
(Special to Tue Financia CHronicie) 
LOS ANGELES, Calif.—Murray 
Ross has become affiliated with 
California Investors, 3924 Wilshire 
Boulevard. Mr. Ross was previ- 
ously with Paul C. Rudolph and 
Company. 


Joins Sutro Staff 


(Special to Tur Financia Curonicie) 
LOS ANGELES, Calif.—Phillip 
E. Sperry has joined the staff of 
Sutro & Co., Van Nuys Building. 


With Mutual Fund Assoc. _ 


(Special to Tue FPrnanciat Curonicrie) 


SAN FRANCISCO, Calif.—John 
Nardello is with Mutual Fund As- 
sociates, 444 Montgomery Street, 


Protected Investors Adds. 


(Special to Tue Prnanciat Curonicie) 


SAN FRANCISCO, Calif.—Car= 
leton O. Van Every has been 
added to the staff of Protected 
Investors of America, Russ Build 
ing. 


With First California 


(Special to Tue Financia, Cruxonicie) 


WHITTIER, Calif. — James C. 
Flanagan is now associated with 
the First California Company, 117 
East Philadelphia Street. He was 
formerly with Standard Invest- 
ment Co. of California and Hill 
Richards & Co. 


Joins Roman & Johnson 
(Special to Tue Financial CuHronicie) 

FT. LAUDERDALE, Fla.—Kark 
S. Madsen is now associated with. 
Roman and Johnson, 451 East Lag 
Olas Boulevard. 


With Anderson Cook 


(Special to Tue Financia CHRonicre) 
PALM BEACH, Fla.—John P. 
Cochrane, Jr. is now affiliated 
with Anderson Cook Company, 
Inc., 308 South County Road. He 
was previously with John L. Ahbe 
& Co. 
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Using Take-Home Yields 
As Investment Criteria 


as a forecasting technique unless 
it is combined with a study of the 
risks in common stocks them- 
selves and with some forecast of 
the movement of bond yields 
alone. 

The purpose of this article is to 
examine more deeply the theory 
underlying the bond yield-stock 
yield analysis and to illustrate 
how one application of it might 
be put to profitable use. 

Most appropriately, we must 
begin with the determination of 
the risks in owning common 
stocks. 


Common Stocks and Dividends 


When all is said and done, the 
pivotal factor in the valuation of 
common stocks is the dividends 
they pay today and may pay to- 
morrow. For the dividend is all 
that the common stockholder ever 
actually sees of the earnings 
which his company may realize 
(short, that is, of liquidation). All 
the other factors which are con- 
ventionally employed in the val- 
uation of common stocks—earn- 
ings, book value, financial posi- 
tion, etc.—are relevant only to the 
extent that they suggest higher 
or lower dividends in the future. 

This is so fundamental that it 
must be fully understood. Three 
simple and extreme samples will 
make it clear: 

Stock A has a provision which 
forbids the payment of dividends 
forever. Aside from the benefits 
which it might give through con- 
trol of mangement, who would 
pay very much for this stock, no 
matter how much it earned or 
how impressive its financial struc- 
ture might be? 

Stock B provides that the divi- 
dend will be $2 a share forever, 
regardless of earnings. This stock 
would then be a fixed-income 
security and would move in close 
sympathy with the prices of bonds 
and preferred stocks. Earnings 
and financial condition would in- 
fluence its price only when they 
gave rise to fears that the ability 
to pay the $2 might be threatened. 


Stock C provides that every- 
thing earned on the common must 
be paid out to the stockholders. 
Here, obviously, everything rele- 
vant to the earning power of the 
stock would indeed influence its 
price—but this influence would 
exist only because these factors 
would directly affect the size of 
the dividend. 


If common stocks paid fixed 
and unchanging dividends—if, in 
other words, they were all like 
Stock B — their prices would 
closely parallel the prices of 
fixed-income securities. But since 
common stock dividends are nei- 


















































ther fixed nor unchanging, the 
dividend outlook, both short-term 
and long-term, is the fundamental 
determinant of the movement of 
stock prices relative to the prices 
of fixed-income securities. In 
other words, the extent to which 
common stock prices move inde- 
pendently of the prices of bonds 
and preferred stocks reflects in- 
vestor hopes or fears concerning 
the level of dividends in the fu- 
ture. When investors are afraid 
that dividends will be cut, stocks 
will tend to sell low (or give high 
current yields) relative to fixed 
income securities; when investors 
believe that dividends will go 
higher, stocks will sell high (or 
give low current yields) relative 
to fixed income securities. When 
investors do not anticipate any 
change in dividends, stocks should 
sell at their normal relationship 
with fixed income securities and 
should fluctuate in close sympa- 
thy with them.! 


Stock Yields and Bond Yields 


Thus, both the absolute level 
and the movement of common 
stock prices are determined by .wo 
factors: (1) the competition from 
the markets for fixed income in- 
vestments, and (2) the outlook 
for dividends. 

Statistical analysis, through the 
technique of linear correlation, 
reveals that there is a close re- 
lationship between current yields 
on common stocks and yields on 
bonds, and through this technique 


we can calculate what the rela- 
tionship should “normally” be. 
The correlation is not perfect: 


deviations develop. These devia- 
tions indicate to us whether in- 
vestors are optimistic or pessi- 
mistic concerning common stocks. 
From the measurement of these 
deviations, the investor can go on 
to an analysis of the earning 
power, financial position, and 
dividend outlook on common 
stocks relative to the outlook for 
bond yields and income tax rates, 
and then decide whether the ap- 
parent optimism or pessimism of 
investors is justified. 

The relationship between bond 
and stock yields is not a simple 
one, and a crude correlation of 
the two will produce highly de- 
ceptive results. 

In the first place, the effect of 
income taxes must be given full 
consideration, both because tax 
rates are much higher than they 
were before the war, and also 





1 These observations are as true of in- 
dividual stocks as of common stocks as 
a whole. “Growth” stocks yield much less 
than stocks of companies whose dividend 
fluctuates widely, while “old ladies’ 
stocks” are most responsive to changes 
in interest rates. 
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because the greatly broadened 
lax base means that many more 
dividend receivers are now tax- 
payers. Therefore, the proper 
technique for comparison of bond 
and stock yields adjusts the lat- 
ter for income taxes and makes 
the comparison with tax-exempt 
bonds: in this way, the take-home 
pay of investors is the focal point, 
and the distortions arising from 
the comparison of gross common 
stock yields with corporate or 
‘Treasury bond yields is eliminated. 
In the calculation described be- 
low, the overall tax rate paid for 
each year since 1929 by the me- 
dian dividend receiver has been 
used to make this adjustment. In 
other words, half of the taxable 
dividends went to taxpayers who 
had incomes larger than this fel- 
low and half to taxpayers with 
smaller incomes. Therefore, the 
tax rate which he paid should 
fairly represent the effect of in- 
come taxes on the attitudes of 
of common stockholders. 
Secondly, the basic attitude of 
investors to common stock is not 
constant. It sways with the tides 
of time, the fads of investors, the 
experiences of the generation 
which happens to be dominating 
the market at any one time, the 
political milieu, and so on. Just 
because common stocks yielded 
less than bonds in 1929, in other 
words, is no reason to believe that 
they must return to that point 
before another market top is 
reached. On the other hand, the 
spread need not become as wide 
as it was in 1949 before common 
stocks are once again an out- 
standing buy. In short, while 
correlation analysis can determine 
a “normal” relationship on the 
basis of past experience, the in- 
vestor must still be alert to fac- 
tors which might cause the def- 
inition of “normal” to shift. : 
Where Do We Stand Today? 
The two charts which accom- 
pany this article are based upon 
the theoretical analysis set forth 
above. In these charts, the solid 
line shows the actual level, on a 
quarterly average basis, of the 
Moody’s Index of 125 industrial 
common stecks. The dotted line, 
or Calculated Price, shows where 
these stocks would have been ex- 
pected to sell on the basis of the 


“normal” relationship between (1) 


current take-home dividend yield 
for the median dividend receiver 
and (2) tax-exempt bond yields. 
The Calculated Price shows, in 
other words, where stocks would 
have been expected to sell if 
their take-home dividend yield 
had moved in precise sympathy 
(but not necessarily equality) 
with the movement of tax-exempt 
bond yields. To the extent that 
deviations develop between actual 
and Calculated Price, investor ex- 
pectations concerning changes in 
one or more of the variables 
(dividends, taxes, or bond yields) 
are revealed. 

Why are there two charts? The 
reason for this lies in the dramatic 
shift in investor attitudes toward 
common stocks during 1940 to 
1942. The “normal” relationship 
which had existed from 1929 to 
1940 went out of kilter, and from 
1941 to recent months, investors 
have apparently demanded a con- 
siderably higher yield on stocks 


_ relative to a given yield on tax- 


exempt bonds than seemed satis- 
factory before the war. The 
Calculated Price in Chart I is 
based on the relationship which 
existed over ¢he whole period 
from 1929 to 1953—it is an amal- 
gam of both prewar and postwar 
attitudes. In Chart II, however, 
the Calculated Price is derived 
only from the more favorable at- 
titude toward common stocks 
which existed before the war. The 
significance of these differing re- 
lationships is discussed more fully 
below. 

Both charts reveal the great 
waves of optimism and pessimism 
which have developed in the past. 
In 1932-33, stock yields were very 


high indeed relative to bonds; in- 
vestors were anticipating much 
deeper dividend cuts or a much 
sharper rise in interest rates than 
actually materialized. The oppo- 
site was true in 1937. During 1940 
and 1941, investors pushed stock 
prices down despite the existence 
of very high yields, both because 
they were afraid that higher in- 
come taxes would cut that yield 
down sharply in terms of take- 
home pay, and because they 
feared that government deficit fi- 
nancing would put a squeeze on 
the money supply and force in- 
terest rates up. What actually 
happened was less than they 
anticipated, and in particular, in- 
terest rates declined, so stocks 
started to look “cheaper” and 
moved up in price. 

From 1946 to 1949. dividends 
increased sharply and tax rates 
were reduced, yet stocks did not 
rise in price, and the movement 
of the Calculated Price indicates 
that this was not unexpected. For, 
even though the take-home pay 
on common stocks was growing 
rapidly, the yield on tax exempt 
bonds was going up just as fast; 
therefore, stocks were not getting 
any “cheaper” even though their 
take-home yield was rising. Only 
during 1949, when interest rates 
turned around and started to fall 
and dividends seemed relatively 
secure, did stock yields really be- 
gin to look abnormally large and 
attractive. 

By comparing the position of 
the Calculated Price in Chart I 
with Chart II, it may be seen that 
common stocks sold at a much 
lower price after 1946 than one 
would have expected on the basis 
of the prewar relationship be- 
tween stock yields and _ bond 
yields. This suggests a much more 
cautious attitude on the part of 
common stock investors during 
the postwar era — arising from 
doubt as to the maintenance of 
dividends and easy money, fear of 
higher taxes, and, especially, a 
much greater fundamental reluc- 
tance and aversion toward risk- 
taking in general. To the 
investor who was persistently op- 
timistic during this period and 
who also expected prewar atti- 
tudes toward risk to return, com- 
mon stocks must have looked very 
cheap indeed after 1946. But it is 
quite apparent that most investors 
had a much more conservative 
attitude; stocks did not begin to 
look cheap to them until interest 
rates started to drop sharply in 
1949, and even then more than 
two years elapsed before stock 
yields got down to a more “nor- 
mal” relationship with bond 
yields. 

In view of these developments, 
it is all the more remarkable that 
both charts reveal an extremely 
optimistic attitude on the part of 
investors during 1953. Even 
though the yield on tax-exempt 
bonds was rising rapidly and even 
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was almost unanimously antici- 
pated, common stocks continued 
to sell substantially above the 
levels that one would have ex- 
pected in terms of their take- 
home pay relative to tax-exempt 
bonds. Even on the basis of pre- 
war attitudes, stocks were as high 
relative to bonds in 1953 as they 
had been in 1937 and very much 
higher than they were in 1946. 
This means either that investors 
were anticipating a very substan- 
tial increase in dividends after 
taxes, or they expected a very 
sharp decline in interest rates, 
or that an entirely new attitude 
toward common stocks was de- 
veloping. 

Tne Calculated Price for the 
final quarter of 1953 already in- 
cludes the 10% income tax rate 
cut slated for Jan. 1, 1954, since 
that was by then generally ac- 
cepted as inevitable and pretty 
much discounted in stock prices. 
Therefore, investors must have 
been anticpating something even 
better. Yet, in order to justify 
the actual price prevailing at the 
end of 1953, divdends would have 
had to increase much more than 
any critical observer would have 
considered possible. With tax rates 
remaining at 1954 levels and ne 
change in bond yields, the annual 
dividend on the Moody’s index 
would have had to rise from $4.25 
to $5.60 on the basis of the pre- 
war relationship between stocks 
and bonds, or to $6.70 on the basis 
of the relationship which pre- 
vailea over the whole 1929-52 
period. 

In terms of dividends aftcr taxes, 
the actual price in the fourth 
quarter of 1953 would have been 
justified if, on the basis of the 
prewar relationship, dividends 
had been made entirely tax free. 
To justify the actual-price on the 
basis of the relationship for the 
whole period, dividends would 
have had to have been made en- 
tirely tax free and then raised 
about 20% to boot! 

If dividenas and tax rates re- 
mained the same, the actual price 
in the fourth quarter would still 
have been justified if bond yields 
had declined. But, on the basis of 
the prewar relationship, bonds 
would have had to shrink to the 
level prevailing in early 1951— 
the entire decline in the bond 
market since the pegs on long- 
term bonds were removed would 
have to be retraced. In terms of 
the relationship for the whole 
1929-53 period, bond yields would 
have to decline to levels which 
had not been seen since the peak 
of the bond market in 1946! 


In short, it would appear that 
the prices which investors were 
willing to pay for common stocks 
in the fourth quarter of 1953 in- 
dicated a most extraordinarily op- 
timistic forecast of dividends, tax 
rates, and bond yields. But an- 
other possibility also exists. Per- 
haps the past “normal” relation- 
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stock yields were no longer valid: 
investors might, in other words, 
have so changed their attitude to- 
ward common stocks that they 
were content with a narrower 
spread between take-home divi- 
dend yields and tax-exempt bond 
yields than the experience of the 
past 24 yvears would have sug- 
gested. Both political and insti- 
tutional influence might support 
such a thesis. 


Finally, there is the additional 
possibility that, whatever their be- 
liefs, investors were being overly 
optimistic in their outlook (just 
as they were in 1929 and 1937). 
The charts show clearly that the 
yield from common stocks after 
taxes was abnormally low rela- 
tive to tax-exempt bond yields at 
the end of 1953, and, therefore, 
if the Administration is not suc- 
cessful in creating the business 
milieu for which investors were 
hoping. or if the recession devel- 
ops into something more serious 
than most people have been ex- 
pecting. or if dividends are cut 
faster than taxes can be reduced, 
stocks are likely to come tumbling 
down. The curves suggest that the 
decline in stock prices from the 
average level of the fourth quar- 
ter of 1953 would then be on the 
order of 12 to 25% at least; in 
view ofthe tendency of actual 
price to overswing Calculated 
Price, the decline might be even 
sharper than that. 


Sigmidieance af the Vield 
Relationship Technique 
‘No mechanical method can ever 

replace the use of judgment in 
investment management, and no 
“system” exists for accurately and 
consistently forecasting the move- 
ment of the security markets. That 
goes as much for the technique 
explained here as for any other 
“system.” 


But judgment wisely used is 
based on facts, and facts are found 
by asking the right questions. The 
great value of the analysis of bond 
yields and stock yields lies in the 
manner in which it points to the 
crucial questions. It reveals whén 
a condition of “abnormality’ is 
to be restored. Or, perhaps, as in 
recent months, it makes us stop 
and ask whether or not the defi- 
nition of “normality” will have 
to be changed. 

Furthermore, the fundamental 
validity of the approach rests 
upon the recognition that no sin- 
gle outlet for investment funds 
exists in a vacuum. They all com- 
pete with one another. These 
curves are, indeed, as important 
for the buyer of bonds and for the 
buyer of stocks. 


It is also worth mentioning that, 
once the interrelationships, among 
the competing outlets for invest- 
ment funds are recognized and 
understood, there are no arbitrary 
upper or lower limits to which 
stocks might go. Stocks need not 
stop rising when they get to 20 
times earnings, nor need they get 
to 20 times earnings before they 
start to fall; they may be histori- 
cally high and yielding very little, 
but if bond yields are also very 
low and likely to remdin low and 
if dividends are safe or rising, 
common stocks can stay up or go 
higher. The upper limit to the 
movement of stock prices is 
reached only when they yield less 
in relation to their risks than the 
investor can obtain elsewhere. 


The emphasis in this article has 
been upon the theoretical and his- 
torical background of the yield- 
relationship approach to invest- 
ment policy. Therefore, in an ef- 
fort to keep the artic'e from being 
too cumbersome, I have not dis- 
cussed the questions (and answers) 
raised by events since the begin- 
ning of 1954. 

I might point out, however, that 
the new tax relief proposed for 
stockholders and the movements 
of stocks and tax-exempt bonds 
since the turn of the year seem 
to heighten further the value of 
this particular technique. 





























THE NATION’S INVESTORS and 
the general public are showing in- 
creasing recognition that “there 
are powerful long-term sustain- 
ing forces in the economy which 
will prevent a serious decline and 
reverse the downtrend of business 
activity,” National Securities & 
Research Corporation reported in 
a study prepared by its Economic 
and Investment Department. 


This optimistic outlook, the 
study said, comes at a time when 
the moderate decline in business 
activity which began in the late 
stages of 1953 “has not yet run its 
course.” 


“Maintenance of employment 
and personal income at levels only 
moderately below the estimated 
record highs of 1953, large cor- 
porate profits, and _ substantial 
Government expenditures will be 
the major bulwarks of continued 
high business activity during 
1954,” the study found. 

The long-range forces, as enum- 
erated in the study entitled “The 
Outlook for the Remainder of 
1954,” are (1) additional goods 
and services needed to provide for 
the nation’s constantly increasing 
population; (2) continued high 
level of expenditures der plant 
and equipment to make this pro- 
duction possible and reduce costs; 
(3) technological advances, which 
accelerate obsolescence and open 
new vistas for numerous new 
products; (4) substantial construc- 


tion backlogs for required high. 


ways, schools, hopsitals and other 
public facilities, and (5) the strong 
financial condition of corporations 
and consumers. 


“Consumers have large holdings 
of cash and other liquid assets, and 
their aggregate disposable income 
continues at levels well above 
those required to meet basic liv- 
ing costs,” the survey showed. It 
also pointed out that corporations 
currently have sizable amounts 
of working capital at their dis- 
posal which continue to be bol- 
stered by retained earnings and 
depreciation reserves, especially 
under accelerated amortization 
provisions. 

Defense expenditures are ex- 
pected to continue at a high level 
for an indefinite period, while tax 
revenues are expected to dip, 
partly because Congress and the 
Administration appear to favor 
tax slashes. “This points to larger 
deficits, which should act as a 
sustaining force of an inflationary 
nature,” it was stated. 

Perhaps of greater significance 
in the immediate future, the study 
asserted, is the assurance which 
the Administration has given that 
the Federal Government is ready 
to use “its formidable arsenal of 
weapons for maintaining economic 
stability.” These include credit 
controls administered by the Fed- 
eral Reserve System, debt man- 
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agement techniques of the Treas- 
ury, and the authority of the 
President to vary the terms of 
mortgages backed by Federal in- 
surance. 


“Corporate earnings,” the study 
reported, “will obtain further sup- 
port from greater operating ef- 
ficiencies and the expiration of 
the Excess Profits Tax. The strong 
financial condition of most U. S. 
corporations should permit a con- 
tinuation if liberal dividend dis- 
bursements. These are major fac- 
tors which should provide a sound 
base for the maintenance of a good 
average level of stock prices.” 

The study said that while com- 
mon stock prices will continue to 
vary widely on an_ individual 
basis, in terms of the Dow-Jones 
averages “we believe that during 
1954 they will fluctuate some- 
where between the following min- 
imum and maximum figures: In- 
dustrials Low 275—High 315; 
Railroads Low 85—High 110; Util- 
ities Low 50—High 57.” 

Statistically, the study indicated 
a general upturn in business ac- 
tivity during the final half of 1954 
as compared with the first six 
months of the year. For example, 
the nation’s retail trade volume 
was estimated at about $83,000,- 
000,000 for the first half and at 
about $85,000,000,000 for the final 
half, bringing total for the year to 
some  $168,000,000,000 against 
$171,000,000,000 for 1953. 

_.Cash farm income, including 

ment payments, was esti- 
mated at $12,000,000,000 for the 
first half of 1954 and at $18,000,- 
000,000 for the final six months, 
bringing total for the year to $30,- 
000,000,000 against $31,200,000,000 
in 1953. 

Net earnings after taxes for all 
U. S. corporations will average 
about $18,500,000,000 at an annual 
rate in the first six months of 
1954 and approximately $19,500,- 
000,000 at an annual rate during 
the last half of the year, it was 
estimated. The 1953 earnings were 
about $19,600,000,000. 

Net corporate dividends, it was 
estimated, will average about 
$9,400,000,000 at an annual rate 
in the first half of 1954, and about 
$9,600,000,000 at an annual rate 
during the final six months. For 
1953, the year’s preliminary total 
is $9,300,000,000. 


The study’s estimate of the 
“Gross National Product” was 
placed at $353,000,000,000 at an 


annual rate for the first half of 
the year and at $359,000,000,000 
for the second half. The overall 
1954 estimated total of $356,000,- 
000,000 compares with $367,200,- 
000,000 for 1953. 


THERE HAS BEEN a new word 
added to the English idiom—‘“in- 
vestostat’—defined by its origi- 
nator, Nancy Dillon,amutual fund 
specialist and member of the Na- 
tional Association of Securities 
Dealers, Inc., as a “device for reg- 
ulating the flow of expenditure of 
personal income to maintain a 
healthy balance of economic se- 
curity, current and future.” 


“Investostat” is presumably a 
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candidate to join the 200,000 
words defined in the New Cen- 
tury Dictionary. The New York 
Stock Exchange pay-as-you-go 
plan for ownership of common 
stocks listed on the New York 
Stock Exchange suggested the 
question to Miss Dillon of the Dil- 
lon Company, 520 Fifth Avenue, 
New York City—how will fledg- 
ing investors know how much 
current income to invest. She 
coined the new word “investostat” 
to show the measure and control 
of financial expenditure as the 
thermostat measures and controls 
room heat. a 

Miss Dillon, who everyday is 
blueprinting investment plans for 
women and helping them build 
towards a goal of financial secur- 
ity, predicted that women, two to 
one over men, will take advantage 
of this self-disciplined plan as 
they. have in mutual funds. They 
like the professional supervision, 
the diversification and the sim- 
plicity of the transaction. 

During the past several years 
women have revealed that there 
is a mounting concern for secur- 
ing their financial futures. The 
stepped-up interest in geriatrics 
has made it common knowledge 
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Continued from first page 


Where Do We 


other words, the pattern of the 
economy to come will be decided 
within the framework of the be- 
lief that we are in a “readjust- 
ment” — but not a “depression.” 
There’s more than a play of words 
zt stake—-so let’s examine the 
evidence. 


A Transition Peried 

Everyone in this room knows 
we are going from a period where 
the pressure was on expansion of 
facilities and adequacy of raw 
materials to a period where low 
costs, efficiency and salesmanship 
are king. Everyone knows we 
uow are in a period where sur- 
pluses are the rule rather than the 
«xception. A period where, ex- 
cept for aircraft and atomic 
power, the trend of defense 
spending is down rather than up. 
Thus, | think it’s a little naive 
to label the present down-turn in 
business as merely an “inventory 


correction.” In my opinion, the 
decline in the FRB index of in- 
dustrial production re flects a 
transition to a New Era of peace 


and plenty—-of normalcy—of the 
4iuctuations inherent in a= fre 
economy. I'd like to repeat this 
definition for it’s the key to the 
outlook. 

What does normalcy mean? 


Well, many things; for example: 
{1) A _ period where discounts 
irom list price are the rule, not 
the exception. As you will recall, 
this was true before World War 
if. (2) A period where there is 
excess manufacturing capacity. 
And this was true even in the 
1920's. (3) A neriod where some 
industries prosper — but others 
don’t. And this, too, was true in 
the 1920's. 

In other words, normalcy means 
three things: (a) That individual 
industries can suffer their own 
private readjustment — and then 
improve counter to a general 
trend. (b) That every day won't be 
another New Year’s Eve for every 
businessman, (c) That competition 
sules the roost. Why be disturbed 
about a competitive era? Isn't 
competition an aggressive, posi- 
tive force for the better? Doesn't 
at mean an attempt to stimulate 
sales via new products — an at- 
tempt to cut costs by ordering 
new machinery? 


Inbuilt Stabilizers 


Above all, don’t forget that we 
are returning to normalcy with a 
cushion which can’t be underesti- 
mated: the fact that this is a 
New Era—a Big Era. There are 
inbuilt cushions — stabilizers — 
which never existed before. Note 
the following: 


(1) There has been and will 
continue to be a tremendous in- 
«<rease in our population—and this 
spells a new market for America’s 
entire productive capacity. Not 
just baby carriages. Further, the 
biggest population increase in the 
mext 10 years will be in the below 
18, and above 65 age groups. In 
turn, this means that the growth 
will be in the ranks of the con- 
sumers rather than producers— 
which adds up to a tight labor 
market, a demand for labor-sav- 
ing equipment. 

(2) If you'll reflect for a mo- 
ment, you can visualize the evi- 
dence reflecting the redistribution 
of our national income in the past 
25 years. A tremendously large 
middle class has been created— 
and the share of the top 5% has 
deen whittled away. In other 
words, the segment which propor- 
tionately spends the most has en- 
joyed the best gain in income. At 
the same time, the standard of 
living has improved—all of which 
opens up markets. 

(3) If you'll think about the 
items in your home today, you'll 
have a concrete illustration of the 
mew markets constantly being 
a@pencd by America’s inventive 






Stand Today? 


genius. Antibiotics, “squeezabie” 
bottles, aluminum wrapping foil, 


television, sponge rubber cushions, 
washable paints, and a host of 
other items have spelled impor- 
tant sales for many companies. 
True, “research” isn’t an art which 


has just been discovered. It ex- 
isted in the 1920's and 1930's, too. 
But it wasn’t on the same ex- 


panded scale, or carefully planned 
wasis, in force today. Now, prod- 
uct development is a very Im- 
portant key to corporate success; 
in the 1920's and 1930's other fac- 
were paramount. In other 
vords. Wor!d War II and Korea 
EPT accelerated the entire cre- 
ative cyclie—and intensified the 
business impact of research. 

Other factors also contribute to 
this New Era—but the most im- 
portant consideration is that they 
all are inter-related. For exam- 
ple: an  inereasing population 
means a bigger demand for 
homes: the population shift from 
cities to suburb highei 
demand for homes 
neans a market for more appli- 
nees: the redistribution of in- 
ome means a better ability to fi- 
etc. 
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\ Major Depression Unlikely 


Equally important, this play of 
forces suggests that major de- 
pression is unlikely at this time 
f am in full accord with Mr. 
Hoover. But the “Fabulous Fif- 
lies’ don’t mean you can’t have a 
corrective recession or readjust- 
ment. We're in one now! The com- 


plaint that business isn’t “what it 
used to be” is fairly universal. 
3ut have you ever heard of a re- 


cession which was so relatively 
painless—where important indus- 
tries, such as steel and auto, are 
off sharply from this peak yet 
the country as a whole is quite 


yrocperous’ This is because these 
re the “Fabulous Fifties.” 

If the present recession is to be 
of the average depth and duration 
of past recessions, it should end 
in mid-summer and full recovery 
ye underway by the latter half 
of 1955. Based upon this histori- 
cal pattern, the low quarter will 
be as high as the peace-time peak 
reached before Korea. Surely, 
such a readjustment need not be 
frightening — particularly if the 
fundamentals suggest that the 
historic pattern will be followed 
in broad outline, with some varia- 
tions. Here is my specific fore- 
cast: 

I believe the previous down- 
turn is “flattening out” and there 
will be a Spring upturn of minor 
proportions. This prediction is 
based upon the following evi- 
dence: The sharp uptrend in 
claims for unemployment com- 
pensation has stopped; judging 
by retail sales, the consumer is 
still in a buying frame of mind; 
business sentiment is good, which 
means capital expenditures are 
high; there are signs of a nearby 
pick up in some heretofore lag- 
ging industries. 

But, and it may be a big “but,” 
the Spring upturn may be partly 
illusory. For one thing, I ques- 
tion whether it will reflect an 
end of the present transition pe- 
riod, or mean that a solid base 
has been established for a new, 
broad upturn. Secondly, the Ad- 
ministration might be misled by 
the surface signs of betterment 


and hold off the direet stimulants 
it has talked about. Let there 
be no mistake about the fact that 
a managed economy definitely is 
one of the important factors 
contributing to the “Fabulous 
Fifties.” But an expanded public 
works program, for example, 
would take months to become an 
effective business stimulant. Thus, 
I feel 1955 is the vear when the 
present cycle will be complete. 


Stock Market Outlook 


What does all this mean to the 
most fascinating business in the 
world: The stock market? Fas- 
cinating—because it is a constant 
challenge to the intellect; in- 
dustry just doesn’t stand still. 
Fascinating—because the analysis 
of trends is an inexact science 
where the qualitative factors are 
more important than the quan- 
titative. Fascinating because 
there is a very personal element 
in running a business—there is 
as much difference in companies 
as there is in people. The stock 
market should be fascinating to 
you, too, for it is the only busi- 
ness which can daily offer you 
better than 1,000 different prod- 
ucts—via a chance to become a 
partner in different companies. 





Fact that the economy is in a 
transition period has not — and 
need not have a direct bear- 
ing on stock prices. Provided, of 


course, that the business read- 
justment holds within expected 
limits. There have been many 


instances in the past when prices 
moved independently of the busi- 
ness and earnings trend: 1947-49 
is the most recent illustration. 
Then, business was good, earnings 
and dividends were rising — but 
the market was stationary. Why’ 
The valuation factor —the price 
limes earnings ratio—was in a 
downtrend. Similarly, the valua- 
tion factor—-the premium you are 
willing to pay to be a partner 
in industry now is going up. 
And this can off-set a moderate 
recession particularly inasmuch 
as it is supported by the facts 
that: 

(1) It takes a surprise to make 

new market trend — and this 
recession is not a surprise. Fig- 
urativety, we've been looking un- 
der the bed for a depression for 
several years. 

(2) The fact that you’ve become 
economic hypochondriacs has 
been reflected in the stock price 
level. The market has undergone 
a constant, selective, weeding out 
process — witness the fact that 
two-thirds of the stocks listed on 
the New York Stock Exchange 
declined last year. 


(3) By and large, corporate 
earning power should hold up 


well in 1954 due to EPT elimina- 
tion, the increased efficiency per- 
missible at lower operating rates, 
etc. 

(4) A dollar of earning power 
obtained in a competitive econ- 
omy is worth more than earnings 
obtained in a sellers’ market — 
for we've become so sophisticated 
we lightly value earnings which 
might be non-recurrent. 

Above all, there haven’t been 
any speculative extremes to be 
corrected as was the case in 1929 
and 1937; the market never got 
distorted during the recent busi- 
ness boom. I’m not talking about 
the immediate situation — the 
shorter range outlook. It’s quite 
possible the market may be get- 
ting a little ahead of itself, so to 
speak. Psychologically, too much 
may have been taken for granted 
—too soon. Rather, I'm trying to 
explain a condition which may 
have puzzled you: rising prices in 
the face of poor business news. 

In like vein of thought, I might 
also mention that the stock mar- 
ket has the benefit not only of 
the same special cushions which 
make this a New Era in business 
—but two other considerations: 


(1) Common stocks today are 
more “respectable” than ever be- 
fore in financial history; the base 
of ownership not only is wider, 
but sounder. 


(2) With the market dominated 
by the so-called professional buy- 
er, there is a new element of sta- 
bility in the price structure—and 
the extreme fluctuations so char- 
acteristic of past markets may be 
avoided. This because the fund 
managers—the trustees — usually 
are true long-term investors and 
are likely to be a fairly constant 
source of Cemand for stocks. 
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Emphasis on Quality Stocks 


Meanwhile, however, the pro- 
fessional buyer’s emphasis on cer- 
tain quality standards — such as 
the strongest companies in the 
most stable industries or those 
with the greatest growth pros- 
pects—has created a disparity in 
the values offered in return for 
the security dollar. In other 
words, with most fund managers 
and trustees following some sem- 
blance of the “prudent man” rule 
—which means they attempt to 
minimize the risks of equity 
ownership—it was inevitable that 
their security interest be confined 
to a relative handful of issues. In 
the process, the natural selectivity 
which would accompany and re- 
flect the end of a sellers’ market 
Was greatly emphasized. A new 
condition came into being — one 
where the bulk of the listed issues 
either did nothing or declined— 
whereas the “carriage trade” 
equities advanced or held at a 


high level. Yet, the facts remain 
that: 
(1) No industry, or company, 


has a monopoly on growth; it can 
be found in the least expected 
places. 

(2) There are sound, 
tablished companies in addition 
to the “favored few” who can 
prosper in a competitive economy. 

To express it another way, many 
of the stocks of companies “‘passed 
over” by our §institutionalized 
markets of the past few years 
have a definite claim to fame on 
their own merits. Furthermore, 
every phase of tre business cycle 
finds new candidates for success 
stories—for growth. And styles 
in securities do change. Thus, the 
logic of market cycles alone sug- 
gests that the alert security buyer 


well es- 


Carriage Trade Stocks— 
Aluminum Co. of America 
Continental Can Co. 
Corning Glass Works 
Crown Zellerbach Corp. 
General Electric Co. 
General Foods Corp. 
Jewel Tea Co. 
Minneapolis-Honeywell 
Minnesota Min. and Mfg. 
National Dairy Products 
Pfizer (Chas.) & Co. 
Union Carbide & Carbon 


~~ 


would be well advised to look be- 
yond the stocks which have en- 
joyed a private bull market in the 
past year or two. And 1954 is a 
particularly appropriate time to 
widen your security horizons in- 
asmuch as: 


(1) Most fund managers are 
fully cognizant of the fact that 
they must seek new candidates 
for their so-called “approved lists” 
if they are not to continue to com- 
pete with each other. Even the 
“prudent man” rule can be de- 
feated by too high a price—by a 
scarcity value which limits mar- 
ketability. 

(2) If the bull 
really flower from here out, it 
will be because public interest 
widens. Important as is the in- 
stitutional investor, his security 
purchasing power is only a frac- 
tion of the total market value of 
all common stocks. In this con- 
nection, the so-called “average” 
security buyer is more apt to 
think in terms of high yields— 
low price-times-eariings raiios— 
than the often intangible hallmark 
of quality. 

(3) On the fundamentals alone, 
the premium now being paid for 
the “carriage trade” stocks seems 
too hi¢vh in relation.to the valua- 
tion factor accorded the issues 
which fall in the category of busi- 
ness man’s risks. Size is not 
necessarily a guarantee of per- 
formance. 

The figures in the accompany- 
ing table covering averages of 12 
issues which I believe are cur- 
rentlv institutional favorites, and 
12 which I believe might be con- 
sidered more in the business man’s 
risk category illustrate the point. 
Issues in the respective categories 
follow: 


market is to 


Business Man’s Risks— 
Allied Stores 
Bethlehem Steel Corp. 
Borg-Warner Corp. 
Bridgeport Brass Co. 
Firestone Tire & Rubber 
General Motors Corp. 
Green (H. L.) & Co. 
Lowenstein (M.) & Sons 
National Gypsum 
Rayonier, Inc. 
United Air Lines 
U. S. Plywood 


Carriage Trade Business Man’s 


Stocks Risks 

% Advance 

1947 Low to 1950 High___-__------ 78.4% 90.4% 

1950 Low to 1953 High____--_------ 109.0% 83.0% 

168 Low to Pee.. 6e4...---...... 49.6% 25.9% 
Price Times Earnings For That Year 

PC Se ee 12.2 6.5 

5S ae ee 16.0 7.4 

Feb. 1954 High (vs. 1953 Earns.) -- 16.5 7.0 
Price Times Book Value That Year 

BE a sncimis tite miseinaiddn «echiition 2.1 1.2 

1 § SS Sr Saas idle 2.2 1.0 

Feb. 1954 High (vs. 1953 Book) -- 2.3 0.9 
% Increase Book Value Per Share 

1 Seer F icnigs bbs uialtcucst = dalinan ante 41.5% 41.0% 

Es EG ET ae le Rae ae 25.0% 27.9% 

1947-53 ails ech ss acti. be letclien dale lineata oven 76.9% 80.5% 
Yield Based on Div. For That Year 

iit. since tin an dinelichhe 3.5% 5.0% 

Be SE iii adttncdstbantmaadivire 3.4% 5.8% 

Feb. 1954 High (vs. 1953 Div.)---- 3.2% 6.0% 


To put it in a word, from 1947 
to 1952 our average of “carriage 
trade” stocks commanded only a 
slight premium over our average 
of “business man’s” risks. The 
spread between the two groups 
began to widen in 1952 and now 
has reached an extreme point 
where prudence alone suggests 
that either: (a) The business man’s 
risks will recover some of the rela- 
tive ground lost, or (b) The car- 
riage trade equities will decline. 
I think the former condition will 
prevail. 


Thus far, you—the public—have 
not been really eav’er security 
buyers in volume. I'm afraid a 
fetish has been made of an unob- 
tainable “security”—in disregard 
of two elementary facts: 


(1) Our nation was built on 
speculation—by people who as- 
sumed risks because the potential 
rewards justified them. 


(2) There is no such thing as an 
unqualifiedly safe investment; 
fluctuations are part and parcel 
of the capitalistic system. 


Expect a Tremendous Burst of 
Speculative Excitement 


Some time in the next few 
years, however, I believe this con- 
dition will change and be fol- 
lowed by a tremendous burst of 
speculative excitement. The back- 
ground is explosive. for the stock 
market is the least inflated section 
of the economy and we are fa- 
vored with a “business minded” 
Administration which is encourag- 
ing capital. In turn, this means 
that tre valuation factor as ap- 
plied to all forms of property— 
including common stocks—prob- 
ably is in a long-term uptrend. 


Except for Korea, the last period 
of broad public participation was 
in 1945-46. if the biblical 


But, 


iwi tae (p AUAAR Ae SHS Sw 


ae AD A AA Re ob 


oa 








“seven years of great plenty arise 
after seven years of famine” holds 
true, the speculative pendulum 
may soon swing the other way. 
The “Fabulous Fifties” probably 
will be climaxed by a mass ex- 
citement for equities. 


How can you capitalize on this 
background—make security own- 
ership pay? Very easily—by fol- 
lowing a few simple rules: 

(1) Don’t be confused by the 
terms “investment” and “specula- 
tion’; basically, the two are not 
Zreatly different—for a good in- 
vestment also must be a good 
speculation. Risk is assumed when 
any security is bought—so why 
not look for an appreciation po- 
tential which compensates? There 
is nothing illegal, immoral or fat- 
tening about speculation. 


(2) Act with your intellect 
rather than vour emotions, for the 
market reflects all the human 
frailties. This means you'll need: 
(a) Patience, for the market at 
times is emotional and over or un- 
der-valuation isn’t always quickly 
corrected. (b) The courage to go 
counter to the crowd; unanimity 
of opinion in itself is dangerous. 
«c) Perspective—for styles in se- 
curities change and prejudices can 
be costly. 

(3) In other words, the secret 
to market success is the same 
<ommon sense required to operate 
a business. For example: (a) In 
merchandising, the first inventory 
loss usually is the smallest—in 
stocks limit your losses. (b) In 
most businesses, one or two items 
usually account for the bulk of 
profits. In stocks, this means con- 
centrate-—don’t make aq fetish of 
diversification, it only complicates 
your problem. (c) In _ industry, 
equipment is bought when needed 
—price is secondary to the poten- 
tial advantages. In stocks, don’t 
be guided exclusively by past 
prices; the market makes history 
—not history the market. 


(4) In so selective an era as 
this one—where there are con- 
stant cross currents—generaliza- 
tions can be misleading. The acid 
test of any commitment is price— 
the company’s management and 
trade position, rather than the- 
ries about the market asa whole. 
“Thus, any time is a good time to 
‘uy a good stock. 

In a word, there is a very per- 
sonal element to success in the 
stock market. As I observed two 
‘years ago, the market is no differ- 
ent than life itself; it doesn’t offer 
security — but it does offer a 
wealth of opportunities. 


Stromberg-Garlson Co. 
New Pfd. Stock Offered 


Holders of common stock of 
Stromberg-Carlson Co. are being 
offered 72,025 shares of the com- 
pany’s 442% convertible preferred 
‘stock, $50 par value, on the basis 
of one share of preferred for each 
‘sseven shares of common stock 
outstanding. The stock is being 
offered at $50 per share to hold- 
ers of common stock of record 
March 15, 1954. At the expiration 
of the subscription period on 
March 31, 1954, an underwriting 
group headed by The First Boston 
Corp. will purchase any unsub- 
sscribed shares. 


Stromberg-Carlson Co. manu- 
factures, sells and distributes its 
own telephone switchboards, in- 
struments and supplies; home tele- 
vision, radio, record playing 
equipment and radio-phonograph 
instruments; and public address 
and other sound equipment ap- 
paratus. The company also owns 
and operates a television station 
and two radio stations in Roches- 
ter, N. Y. Consolidated gross in- 
«come from operations for the year 
ended Dec. 31, 1953, totaled $65,- 
242,000 and net income amounted 
to $1,677,000, equal after preferred 
dividends, to $3.42 per common 
share. 
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The State of Trade and Industry 


Plymouth and DeSoto boosted schedules by approximately 28% 
and 51%, respectively. 

The sharp upturn last week marked the highest weekly total 
for the Chrysler Corp. since the week of Jan. 23 and placed Big 
Three passenger car output for the week at some 107,834 units. 
General Motors pushed production up 3% and Ford Motor Co. 
held to the high level of a week ago. 

Independents, meanwhile, turned out about 3,345 cars. Hud- 
son was down ali week and Studebaker operated only four days 
at Los Angeles on car assembly, nullifying gains at Kaiser, Willys, 
Nash and Packard. The latter’s weekly total, second only to Nash, 
followed a one-week shutdown. In the previous week the inde- 
pendent group accounted for a little over 4% of car volume, with 
4,625 compietions, states this agency. 


Steel Ingot Rate Scheduled to Drop Further This Week 

March is failing to be the good steel producing month that 
some people hoped it would be says “Steel,” the weekly magazine 
of metalworking, the current week. 

Marking the third consecutive week of decline, the ingot 
output rate in the week ended Mar. 14 was at the year’s low 
point of 68.5% of capacity, or a decrease of 1.5 points from the 
preceding week’s 70%, which until now was the year’s low mark, 
it states. 

While the latest national operating rate is 68.5%, not all of 
the country’s producing districts were that low. Although only 
two districts showed increases those two were the highest in 
the nation: Detroit, with 80.5%, and Wheeling, with 82.5%. The 
two largest producing districts were also above the national rate. 
They are: Chicago, with 78.5%, and Pittsburgh, with 78%, it adds. 

As to the future direction of the national steel ingot pro- 
duction rate, “Steel,” declares that you can find influences in 
two directions, adding, there are indications the automakers, the 
largest users of steel, may reduce their steel orders this month. 
On the other hand, some steel producers who have been restrict- 
ing their ingot output while they use up stocks of semi-finished 
steel will eventually exhaust these stocks. 

In the meantime, observes this trade magazine, the generally 
lower demand for steel is having a moderately depressing effect 
on steel prices. After 11 consecutive weeks of steadiness, “Steel’s”’ 
price composite on finished steel declined in the week ended 
Mar. 11 to $113.73 a net ton from the preceding week’s $113.91. 
Also reflecting the pressure on prices and effect of foreign com- 
petition is the reduction by United States Steel Export Co. of 
its export prices on 11 major items to about parity with the do- 
mestic market on the Eastern Seaboard. Effective Mar. 10, the 
reductions range from $1 a ton on hot-rolled bars to $10 a ton 
on reinforcing bars and some of the wire items. The price line 
is being held, however, on domestic prices of tin plate and tin 
mill products, Present prices, concludes “Steel,” will continue 
through the next pricing period of April 1 through Sept. 30. 


The American Iron and Steel Institute announced that the 
operating rate of steel companies having 96.1% of the steelmaking 
capacity for the entire industry will be at an average of 67.8% of 
capacity for the week beginning March 15, 1954, equivalent to 
1,616,000 tons of ingots and steel for castings, as against 1,652,000 
tons and 69.3% (actual) a week ago. 

The industry’s ingot production rate for the weeks in 1954, is 
now based on annual capacity of 124,330,410 tons as of Jan. 1, 1954. 

For the like week a month ago the rate was 74.6% and pro- 
duction 1,779,000 tons. A year ago the actual weekly production 
was placed at 2,288,000 tons or 101.5%. The operating rate is not 
comparable because capacty was lower than capacity in 1954. The 
percentage figures for last year are based on annual capacity of 
117,547,470 tons as of Jan. 1, 1953. 


Electric Output Recedes in Past Week 


The amount of electric energy distributed by the electric light 
and power industry for the week ended Saturday, March 13, 1954, 
was estimated at 8,519,000,000 kwh., according to the Edison Elec- 
tric Institute. 

The current figure represents a decline of 67,000,000 kwh. 
below the preceding week, but an increase of 381,000,000 kwh., or 
4.7% over the comparable 1953 week and 1,105,000,000 kwh. over 
the like week in 1952. 


Car Loadings Hold to Downward Course 


Loadings of revenue freight for the week ended March 6, 1954, 
decreased 4,464 cars, or 0.8% below the preceding week, accord- 
ing to the Association of American Railroads. 

Loadings totaled 590,567 cars, a decrease of 94,297 cars or 
13.8% below the corresponding 1953 week, and a decrease of 122,- 
545 cars or 17.2% below the corresponding week in 1952. 


U. S. Auto Output Rises 2% Above Previous Week 

Automobile output for the latest week advanced 2% ahead 
of previous week as Chrysler Corp., Plymouth and DeSoto boosted 
schedules, according to “Ward’s Automobile Reports.” 

The industry, “Wards” states, turned out an estimated 111,- 
179 cars last week, compared with 108,804 (revised) in the pre- 
vious week. A year ago the weekly production was 126,616. 

Last week, the agency reported, there were 21,578 trucks 
made in this country, as against 20,805 (revised) in the previous 
week and 28,992 in the like 1953 week. 

“Ward's” estimated Canadian plants turned out 8,419 cars and 
2.097 trucks last week, against 7,981 cars and 1,673 trucks in the 
preceding week and 7,536 cars and 2,618 trucks in the compar- 
able 1953 week. 


Business Failures Continue Mild Rise 

Commercial and industrial failures edged up to 229 in the 
week ended March 11 from 223 in the preceding week, Dun & 
Bradstreet, Inc. disclosed. Casualties were considerably higher 
than the 165 which occurred in the comparable week a year ago 
and the 156 in 1952, but they continued 20% below the prewar 
level of 286 in 1939. 

Among failures with liabilities of $5,000 or more, there was 
an increase to 201 from 194 in the previous week and 145 in the 
similar week of last year. Small casualties, those with liabilities 


under $5,000, dipped to 28 from 29, yet remained slightly above 
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their total of 20 in 1953. Nineteen business succumbed with lia- 
bilities in excess of $100,000, as against 20 a week ago. 


Wholesale Food Price Index Establishes Fresh New 
Three-Year Peak 


A further moderate rise last week carried the Dun & Brad- 


street wholesale food price index for Mar. 9 to a new three-year 
peak of $7.25. This was up four cents over last week’s $7.21, and 
marked a gain of 15.4% over the corresponding 1953 week at $6.28 

The index represents the sum total of the price per pound of 
31 foods in general use and its chief function is to show the gen- 
eral trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Scores New High 
For Year 

Although moving in a narrow range, the Dun & Bradstreet 
daily wholesale commodity price index reached a new high for 
this year during the past week. The index closed at 277.81 on 
Mar. 9, comparing with 277.20 a week previous, and with 281.23 
on the corresponding date a year ago. 

Grains continued to move irregularly higher last week, led 
by soaring soybean prices which rose to new highs for the past 
six years on strong demand from export interests and crushers. 
Strength in wheat was stimulated by substantial mill and export 
buying and continued unfavorable weather conditions in most 
Winter wheat areas, coupled with large stocks under Government 
control. Corn values advanced slightly reflecting a sharp decline 
in producer marketings. Oats were somewhat firmer in sympathy 
with other grains. Sales activity on the Chicago Board of Trade 
increased sharply last week, Daily average purchases of grain 
and soybean futures totaled 67,100,000 bushels, against 46,100,000 
the previous week, and 48,500,000 a year ago. 

Demand was stimulated by the announcement of another 
round of price increases of about 5 cents a pound for leading 
vacuum packed coffees, 

Trading in the domestic raw sugar market was more active 
last week. Prices tended higher with strength attributed to buy-— 
ing by southern refiners who advanced their prices on cane 
granulated 15 points to 8.65 cents a pound. 

Erratic fluctuations featured trading in the cocoa market in 
the preceding week follow’+g a sharp dip early in the period. 
Some weakness developed toward the close reflecting weakness 
in the London market and prospects for a good mid-season crop 
in Brazil. Warehouse stocks of cocoa were up sharply and totaled 
128,250 bags, compared with 83,499 a week ago, and 78,053 a year 
ago. Lard prices held firm the past week reflecting renewed 
strength in related markets with some buying influenced by 
expectations that production will be light for several months. 

Spot cotton prices edged slightly higher last week, influenced 
by reports of dryness in southwestern parts of the belt. 

Also tending to support values was the belief that the Ad- 
ministration would not be able to obtain approval of flexible 
price supports. 

Demand from foreign sources slackened except in the Far 
West where sales for export were reported fairly large. Re- 
possessions of loan cotton during the week ended Feb. 26 totaled- 
55,500 bales, and continued to exceed entries which amounted ta 
27,800 bales in the same period. CCC stocks of 1953 loan cotton 
amounted to 6,394,600 bales as of Feb. 26. 


Trade Volume Shows Mild Rise Over Most Parts 
Of the Country 


The approach of Spring was reflected in a mild seasonal rise | 


in retail trade in most sections of the nation in the period ended 
On Wednesday of last week. While most merchants were unable 
to match the high sales figures of a year ago, shoppers’ response 
to reduced price promotions continued to be robust. Retailers of 
food generally continued to top the sales figures of a year earlier. 

The total dollar volume of retail trade in the week was 
estimated by Dun & Bradstreet, Inc., to be from 3% below to 1% 
above the level of a year ago. Regional estimates varied from the 
corresponding level of a year ago by the following percentages: 
New England and Northwest —3 to +1; East —4 to 0; South and 
Southwest —1 to +3; Midwest —2 to +2; Pacific Coast 0 to +4. 

The return of mild weather rekindled the interest in Spring 
clothing last week. 
level of a year ago when Easter was two weeks earlier. 
the most popular items were women’s coats and suits and chil- 
dren’s toggery. The call for men’s casual clothing remained close 
to the level of a year before. 
slightly, it did not match the high level of a year before. 


However, demand did not measure up to the |. 
Among °* 


While the buying of shoes gained | 


Television sets were more frequently purchased than a few 


weeks ago but not as often as a year before and the demand for ‘ 


automobiles rose seasonally. 


As many buyers placed re-orders of seasonal merchandise, 
trading activity spurted slightly in many wholesale markets in 
the period ended on Wednesday of last week. However, the total 
dollar 
than that of a year ago as it has during recent weeks. 
buyers limited their commitments to small re-orders for immedi- 
ate delivery. 
bottlenecks if consumer demand rises noticeably 
season. 

Department store sales on a country-wide basis as taken from 
the Federal Reserve Board’s index for the week ended March 6, 
1954, decreased 11% below the level of the preceding week. In 
the previous week, Feb. 27, 1954, a decrease of 3% was reported 
from that of the similar week in 1953. For the four weeks ended 
March 6, 1954, a decline of 4% was reported. For the period *Jan. 
1 to March 6, 1954, department store sales registered a decrease of 
2% below the corresponding period of 1953. 

Retail trade in New York the past week under the stimulus 
of good weather showed a gain of from 2 to 3% above the like 
week last year. 

According to the Federal Reserve Board’s index department 
store sales in New York City for the weekly period ended March 
6, 1954, registered a decline of 7% below the like period of last 
year. In the preceding week, Feb. 27, 1954, no change was re- 
ported from that of the similar week of 1953, while for the four 
weeks ended March 6, 1954, a decrease of 1% was reported. For 
the period *Jan. 1 to March 6, 1954, no change was registered over 
that of the 1953 period. 


later in 





*Comparison period begins with the Jan. 4-9 week in 1954 and with the 
Jan. 5-10 week in 1953. 


‘ 


volume of wholesale orders remained somewhat smaller | 
Many : 


Some apparel suppliers warned of possible delivery | 
the 
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Continued from first page 


As We See It 


had been a basic alteration not only in current policy 
but in basic thinking about such things. True, this was 
in reality a continuation of a general course of action 
begun before the elections of 1952, but it seemed to gain 
strength and courage from a rather different set of ideas 
prevailing in Administration quarters. All this was, of 
course, promptly reflected in the governments market, 
and even this much of an approach to rationality in finan- 
cial management soon raised cries which made the welkin 
ring. It did not take either the Treasury or the Federal 
Reserve authorities long to begin to wince and relent and 
refrain. There has been no return to pegging as such, but 
a glance at the situation in the money market today 
leaves no room for doubt that we are a long way on 
the road to a full return to what was being so roundly con- 
demned when Mr. Roosevelt and Mr. Truman were in 
the White House, and the return is being widely, almost 
universally, hailed as constructive statesmanship! 


Just a Detail 


The fact that the emphasis is now not on the ease 
of getting funds to meet Treasury deficits, but rather to 
stimulate business, is hardly more than a detail. The fact 
is that even in the days of wholesale pegging of govern- 
ments, the authorities were constantly bowing down in 
worship to vanishing interest rates arbitrarily arranged 
as a basic factor in establishing perpetual prosperity. It 
was a great convenience to them to be able to make use 
of such a theory in a way to enable the Treasury to obtain 
funds almost without end or limit to do with as the 
day dreamers — and some others in political circles — 
wished. Today we again are showing our slavishness to 
this historically discredited notion that somehow mankind 
benefits from fiat creation of funds. 


Whether or not the Federal Reserve authorities have 
been greatly influenced by the Treasury or any other part 
of the Administration in determining their current policy, 
we make no pretense of knowing. It must be said, of 
course, that no protest has arisen, and the Treasury has 
not hesitated to take full advantage of the situation to get 
its funds at the lowest possible rates, meanwhile con- 
veniently forgetting about that horrible example of a 
Democratic regime building its debt structure largely in 
the short-term range. Of course, the Treasury has re- 
peatedly “explained” that it stays in the short-term mar- 
ket because that is where the funds are, but it knows 
full well, as every one else does, that the funds are in the 
short-term market for the simple and sole reason that 
the Federal Reserve has placed them there—whether or 
not by Treasury persuasion. 


And then there is the matter of basic fiscal policy. 
President Eisenhower up to the point of this writing 
seems definitely not to be impressed with the idea of a 
greatly enlarged deficit as a means of stimulating busi- 
ness or of preventing a depression. It is quite obvious, 
however, that if he is to prevent the adoption by the 
Republican party of such an idea he has his work cut 
out for him. And it is not only a deficit of huge propor- 
tions that is the current remedy of so many, even among 
those who roundly condemned New Deal notions on this 
and reiated topics, but a deficit created by relieving low 
income groups of paying several billions in taxes! 


“Consumers” Now 


These low income groups are now called “consumers” 
—as if other people, and business for that matter, were not 
also consumers—and, according to the queer notions of 
the day, the crying need right now is to stimulate con- 
sumption. It is labeled by the sloganeers the “‘trickle-up” 
theory—and we sometimes are forced to the suspicion that 
it is not the “big lie” which most influences mass thinking 
so much as magnificent nonsense. The point is that this 
silly notion now being so vigorously advanced by New 
Dealish politicians as a means of cultivating prosperity 
is the one which is now so enticing to former critics of 
the New Deal and all its works. 


It would be rash to conclude that the President him- 
self is to be depended upon at all times to stay on the 
right side of the fence in all these matters. Persistent 
reports from Washington insist that should the state of 
business grow worse for another month or two, the White 
House itself would take the lead, if not in support of this 
particular tax measure, then in promoting some other 
plan of the same basic sort. In any event, the President 








has already expressed ideas which come very nearly plac- 
ing him in the New Deal category in some directions. 
Witness his plans for spreading social security and for 
reckless housing promotion—often put forward as, among 
other things, a way to give effect to the Employment Act 
of 1946. Heaven knows what else will be brought forward 
should a real depression seem to be descending upon us 
just before a national election. 


If all these things and the others like them were 
harmful when the New Deal and the Fair Deal were 
practicing them—and they were injurious, whether the 
fact was immediately evident or not—then they can be 
counted upon to be harmful rather than helpful now. It is 
passing strange how deep-seated the notion is that one 
may be cured by application of the hair of the dog that 


did the biting. 
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Securities Salesman’s Corner 








DUTTON 








Teamwork 


Leadership is an intangible qual- 
ity, but the more I observe human 
strivings, whether it be in the 
fields of business, politics, char- 
itable enterprises, or even war- 
fare, the more evident it becomes 
that those who have inspirational 
and proficient leadership, -enjoy. 
this position of prominence and 
success more so than those who do 
not have it. You have seen this 
many times; history is replete with 
examples. As human beings we 
desire to belong to a group. As a 
group we cooperate better if we 
have inspiration and leadership 
in which we can have confidence. 
As individuals we work better in 
such an environment. 

It is the rare person who can 
do his best as a lone wolf. Large 
national sales organizations long 
ago discovered that it was neces- 
sary to bring men in the field 
into contact with each other and 
with the home office leadership. 
Company literature directed to 
the sales force, field trips by 
the executives in charge of sales, 
meetings of regional groups, and 
national get togethers, have not 
only paid for themselves in re- 
sults, but have become standard 
procedure because without them 
sales organizations fold up. 

For many years there has been 
a tendency in the retail invest- 
ment business to hire men with 
little or no training and throw 
them out on the streets to sink or 
swin. Recently a few progressive 
firms have been hiring their men 
more carefully and assisting them 
to become more productive. Yet, 
by and large, there is a tendency 
on the part of many investment 
firms to hire men and leave it to 
them to build a clientele. This is 
one of the most serious obstacles 
that the investment.business must 
overcome if it is to expand and 
meet the needs of this growing 
country for adequate public par- 
ticipation in our business and in- 
dustry. To state that there are 
approximately 6 million share- 
holders in American business, as 
I have seen the figure quoted, is 
certainly representative of a much 
too small proportion of our total 
population. The reason people do 
not own more of our business en- 
terprises directly as shareholders 
is that they have never been sold 
that it is to their advantage to 
do so. 


It is one thing to complain that 
over-regulation of the investment 
business has caused this lack of 
success on the part of the securi- 
ties dealers and brokers of this 
country, in respect to their efforts 
to sell more people securities. But 
after all, if this is the only reason 
for this unhappy situation it has 
not been proven to the satisfac- 
tion of many of us who have been 
in the selling departments of the 
security business for over the past 





quarter of a century. I am not 
claiming that government regu- 
lation, and iniquitous and unfair 
tax laws as they affect the in- 
vestor have not been handicaps, 
but I believe I can take anyone 
who doubts it back through a good 
many.contacts with what are sup- 
posed to be our leading invest- 
ment firms that do a retail busi- 
ness, and I can prove the point 
that we have been, and still are, 
trying to merchandise securities 
with “efacker™ barrel” methods. 
We put the stuff on the shelf, on 
the back shelf if you will, we 
package it and wrap it with a 
cover that is so filled with unin- 
teresting and unintelligible ver- 
biage that it repels interest rather 
than attracts it. We hire retired 
gentlemen who have nothing to 
do and who are bored with fish- 
ing and sitting around the house; 
we get them a license and we 
send them out to sell a few of 
their friends—most of them don’t. 
We devote such a small amount of 
time to the manpower we are ac- 
quiring, and we have such inade- 
quate means of assisting them 
both financially and educationally, 
that new blood has not been, and 
is not now, coming into the secu- 
rities business. Worse still, most 
firms have no policy of customer 
relations, outside of the old saw 
about being honest and conscien- 
tious, which almost, anyone and 
everyone accepts as sound policy 
in every business today. And on 
top of all that, there-is very little 
leadership and inspiration in evi- 
dence that flows frOm the top 
down into the ranks of those who 
should be receiving a constant 
stream of encouragement and co- 
operation day in and day out. 

This is quite a blanket indict- 
ment but I don’t think I have 
been harsh or unfair, There are 
men in this business who don’t 
need encouragement; leadership, 
and the feeling of belonging to a 
team, They are the ones who have 
lasted all these years and that is 
why there are so few successful 
men among the ranks of the retail 
salesmen in the investment busi- 
ness. Those who have made good 
have done it in spite of these 
handicaps. 


Hoerr Inv. Co. Formed 


(Special to THe Frnanciat Cyrontcis) 
SAN FRANCISCO, Calif.—Geo. 
P. Hoerr is engaging in a securi- 
ties business from offices at 980 
Sutter Street, under the firm name 
of The Hoerr Investment Co. 


Louis N. Singer 
Louis N. Singer, associated with 
Lazard Freres & Co., New York 
City, passed away March 15, at 
the age of 57 after a_short illness. 
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Mutual Funds 


that not only have people a 
lengthening life span but that 
women outlive their mates by four 
years. 

Ben Franklin’s philosophy—a 
penny saved is a penny earned— 
no longer meets today’s needs, the 
mutual fund counsellor _ said. 
“Those pennies saved must be in- 
vested so that they must multiply, 
flowing freely in channels of en- 
terprise. 

“Each person’s ‘investostat’ must 
be personalized. You will set it 
so that your pattern of investing 
will be determined by an analysis 
of your income, living needs, and 
future goals for security. It will 
give you a current reading of your 
financial health. If your spend- 
ing-for-living is too high, the ‘in- 
vestostat’ will tell you so, flash- 
ing a danger signal to you,” Miss 
Dillon explained. “An optimum 
‘investostat’ reading varies not 
only from person to person but 
changes with environment, age 
and temperament in the individ- 
ual. 

“Blood pressure, blood count 
and why not a financial check-up 
to learn the state of your eco- 
nomic stability in terms of the fu- 
ture. The remedy—neither X-ray 
nor vitamins—butanew settingof 
your ‘investostat,’ based on a mu- 
tual fund periodic purchase plan, 
may safeguard your financial fu- 
ture,” prescribed Miss Dillon. 


LORD, ABBETT & Co., of New 
York, announce that the total as- 
sets of the two investment com- 
panies they are in excess 
of $300,000,000. Affiliated Fund, 
second largest of the nation’s com- 
mon stock investment companies, 
accounts for $265,000,000 of this 
total while American Business 
Shares, a balanced fund, accounts 
for the remaining $35,000,000. 

In his announcement Harry I. 
Prankard 2nd, President of the 
Funds, cities the growing interest 
in investment companies of larger 
investors. He states that cur- 
rently approximately 50% of the 
companies’ sales are represented 
by orders involving $5,000 or 
more. He further points out that 
of the 150,000 shareholders in the 
two Funds, 3,400 are fiduciaries 
and institutions—trustees, religious 
organizations, homes, hospitals, 
schools, insurance companies, pen- 
sion and profit sharing trusts, etc. 

Growth in the assets of the two 
investment companies has resulted 
in substantial reduction in oper- 
ating expenses per $1,000 of as- 
sets, which are now approximately 
one-half as much as they were 
10 years ago, according to Mr. 
Prankard. 


NET ASSET value of Boston Fund 
—which last month topped the 
hundred-million mark—increased 
by $6,435,244 from Jan. 31, 1953, 
to Jan. 31, 1954, and per share 
asset value rose from $24.01 to 
$24.32 in the same period, it was 
announced this week in the fund’s 
annual report. 

The total of dividends paid 
from investment income was 87 
cents per share and in addition 
a distribution of 35 cents per 
share from realized capital gains 
was made during 1953, the report 
said. 

Last year Boston Fund achieved 
new record highs in both the 
number of shareholders and shares 
outstanding—nearly 25,000 share- 
holders and 4,109,420 shares out- 
standing as compared to 23,000 
shareholders and 3,894,511 shares 
outstanding for the fiscal year 
ended Jan. 31, 1953. 

Henry T. Vance, President of 
the fund, noted that during the 
past 10 years total net assets have 
increased 749%; the number of 
shareholders increased 457%: and 
shares outstanding 477%. 

Boston Fund shares, worth ap- 
proximately $12,000,000, current- 
ly are held by some 1,700 fiduci- 
ary and institutional investors, the 
report said. 
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- The following statistical tabulations cover production and other figures for the 
latest week or month available. 


Business Activity 


Dates shown in first column are either for the 


week or month ended on that date, or, in cases of quotations, are as of that date: 




















a 
at Latest Previous Month Year 
ir AMERICAN IRON AND STEEL INSTITUTE: Week Week Ago Ago _— eon y Year 
Indicated steel operations (percent of capacity) _....___-_ Mar. 21 $67.8 *69.3 74.6 101.5 | AMERICAN GAS ASSOCIATION—For Month of Age 
Equivalent to— ‘ January: 
a Stee) ingots and castings (net tons)-----.-._-.__________ Mar.21 §1,616,000 * 1,652,000 1,779,000 2,288,000 Tetel gea.(06 therme)................. 6,556,291 5.614.665 6,054,904 
*, AMERICAN PETROLEUM INSTITUTE: a gas sales (M therms) _____-_______ 6,161,548 5,299,683 5,682,632 
le Crude oil and condensate output—daily average (bbis. of Mixed oe gas sales (M therms)_______ 79,063 67,781 109,140 
d. i eee til tintnetinnteniniidighnnhatinnitiienis Mar. 6 6,432,900 6,303,050 6,271,250 6,439,800 xed gas sales (M therms)---.-.________ 315,680 247,201 263,132 
we Crude runs to stills—daily average (bbls.)_-..__._._____---- Mar. 6 16,951,000 7,123,000 6,879,000 6,963,000 
Oo RB GD POE. ESS, Mer. 6 23,874,000 24,511,000 24,344,000 23,111,000 | AMERICAN PETROLEUM INSTITUTE—Month 
Ys CE Mar. 6 2,982,000 2,994,000 2,738,000 2,966,000 of December: 
- Distillate fuel oil output (bbis.)--------_-----_--____---- Mar. 6 10,617,000 10,818,000 10,978,000 10,297,000 Total domestic production ‘barrels of 42 gal- 
Residual fuel oil output (bbis.)_..___-_-__-__--__-_____- __Mar. 6 8,195,000 8,928,000 8,549,000 9,035,000 lons each) —__.___- 215,137,000 208,846,000 226,449,000 
st Stocks at refineries, bulk terminals, in transit, in pipe lines— Domestic crude oil output (barrels )- 193,378,000 188,315,000 205,645,000 
5 Fimshed and unfinished gasoline (bbis.) at___.________ Mar. 6 179,203,000 179,170,000 171,972,000 159,434,000 Natural gasoline output (barrels).___ 21,709.000 20,493,000 20,769,000 
it RE nee eee Mar. 6 19,905,000 19,506,000 21,056,000 19,843,000 Benzol output (barrels)_______- pinaceae 50,006 38,000 35,000 
Z EE LET far. 6 68,197,000 69,137,000 78,468,000 65,476,000 | Crude oil imports (barrels )______ bs 18,547,000 19,444,000 18,685,900 
is oo ES ae ae Mar. 6 46,065,000 45,941,000 45,885,000 43,628,000 | Refined products imports (barrels) 16,191,000 14,147,000 17,423,000 
Indicated Stic ¢ . . : 
d ASSOCIATION OF AMERICAN RAILROADS: | Te eee. ae ciel alice 
1 Revenue freight loaded (number of cars) _......_____---. Mar. 6 590,567 595,031 624,385 684,864 increase all stock (barrels eacacete on'117.000 “y ul . 77,738,000 
=" Revenue treight received from connections (no. of cars)..Mar. 6 585,261 590,002 611,995 671,132 | : -* pbs 073,000 = 15,181,000 
a CIVIL ENGINEERING CONSTRUCTION — ENGINEERING BANKERS’ DOLLAR ACCEPTANCES OUT- 
NEWS-RECORD: STANDING — FEDERAL RESERVE BANK 
a ET TS PO TO Mar. 11 $245,541,000 $208,148,000 $196,885,000 $266,241,000 | OF NEW YORK—As of Feb. 27: 
oa ED GIN « cneneinncceemn cn nnnmemacne map aenennterstit Mar. 11 166,121,000 100,956,000 132,020,000 103,156,000 | Imports __- ae es ay $237,821,000 $265.768.000 4 
S ca a aor ene Mar.11 79,420,000 107,192,000 64.865,000  163,085,.000| Exports __. 150,585,000 157:258'000 etre 
n INE ieee etacicennicnieineKenantnipercitnananieieasenearnattoaed vias. 11 69,319,000 89,237,000 48 227,000 137,273,000 | Domestic shipments Lb 10,234,000 10,599,000 8.749.000 
t RE SSA IEA ae a a a nee ee Mar. 11 10,101,000 17,955,000 16,638,000 25,812,000 | Domestic warehouse credits . : 60,471,000 62,257,000 44.205.000 
S 7 ? ‘ Dollar exchange 44,037,000 44,532,000 57,000,000 
COAL OUTPUT (U. S. BUREAU OF MINES): , ’ ’ : ; A 
it Bituminous coal and lignite (toms) _...--....._--..__-~-- Mar. 6 6,300,000 *6,775,000 7,835,000 8,218,000 | a — stcred and shipped between s “ 
e Pennsylvania anthracite (toms) ~-._-.........---.------- Mor. 6 406,000 530,000 651,000 583,000 ergn countries --.----..--.----...- -- 41,453,000 45,537,000 31,772,000 
, DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE a ee sec cae _.-.. $544,601, 000 $585,951,000 $489,556,000 
SYSTEM—1947-49 AVERAGE — 100 ________-__-__--___Mar. 6 85 90 86 96 
it EDISON ELECTRIC INSTITUTE: BUILDING CONSTRUCTION PERMIT VALUA- 
p Electric output (in 000 kwh.) .........._-__________--_- Mar. 13 8,519,000 8,586,000 8,684,000 8,138,000 page Suet, a6 salbhs~ tent nt bee 
= FAILURES (COMMERCIAL AND INDUSTRIAL) —DUN & (000’s omitted): ' 
* BRADSTREET, INC.----------------------------------Mar. 1] 229 223 238 165 All building construction__--__..__---___~_- $600,514 *$672,564 $599,057 
y IRON AGE COMPOSITE PRICES: | BT SEE diteteoscincenhnecmnp gion o 282,437 *323,260 314,138 
»f Pinished steel (per RSs a oo Te Var 9 4.634c 4.634c 4.634c 4.376c New nonresidential _ a Ts? . e e 241,899 *262,917 211,825 
a Pig iron «per gross ton)__-__._______________- a $56.59 $56.59 $56.59 $35.26 | Additions, alterations, etc.......__-__--__--- 76,178 * 86,387 73,094 
‘ I a ne eininenll Mar. 9 $23.50 $23.83 $26.67 $44.08 
, METAL PRICES (E. & M. J. TATIONS): CIVIL ENGINEERING CONSTRUCTION — EN- 
j~- Electrolytic a . Se , GINEERING NEWS-RECORD — Month of 
CS ee aaa — F 29.700c 29.700c 29.700c 28.600c February (000's omitted): aoe 7 
EE EEE ee 29.075¢ 29.200c 29.350c 34.675¢ Total U. S. construction —_-_-.----___.-_.. $766,601 $766,320 $1,023,021 
Wy ON ee ° -.Mar. 10 90.000c 86.750c 85.000c 121.600c Private construction --.-------_------_- 459,514 350,325 651,145 
SF AT ie 13.000c 12.500c 13.000c 13.500c | Public construction - 307,087 415,995 371,876 
z  £ - |S ita RA SS iy 12.800c 12.300c 12.800c 13.300c | State and municipal____....-..-----~- 238,444 334,891 272,710 
- SE RARE TR 9.250¢ 9.250¢ 9.500c 11.000c | Federal __ Sdtencsresenesinbompee 68,643 81,104 99,166 
S MOODY’ VERAGES: COAL OUTPUT (BUREAU , NES)— 
i, gyi ++ — elie ___-.-._Mar. 16 100.09 99.88 98.42 Oe «= LL 
‘ ESS TI Ee _Mar. a. espe he = en tt 4 | Bituminous coal and lignite (net tons)_. 29,430,000 33,640,000 34,398,000 
; Aas EE AS Ned ER EE Te NP TNT ‘i ~--saar ‘6 112.78 112.37 111.07 10979 Pennsylvania anthracite (net tons) 2,354,000 2,632,000 2,365,000 
s She ee enemmeD erection: 110.34 110.15 108.70 106.74 COKE (BUREAU OF MINES)—Month of Jan.: 
S Aili atailiaiaciap nal nnch odaeneidthan piatineeimncebtanielinddits ..-Mar. 16 103.97 103.47 102.30 103.13 Production (net tons) 5,812,426 6,093,009 6,763,494 
| — — \_ ~  peeeeeee amismetenen ...--Mar. 16 108.88 168.36 106.92 105.34 | Oven coke (net tons) 5,646,745 5,794,867 6.284.493 
S Public Utilities i ioe Sani TRE — ...-- Mar 16 110 70 110 52 109.06 107.27 Beehive coke (net tons) 165,681 298,142 479,001 
GQ Se —s Mar. 16 112.19 112.19 110.88 110.34 | Oven coke stock at end of month (‘net tons) 2,787,141 2,727,020 2,074,702 
e MOODY IELD DAILY AVERAGES: > > . 
a 6 Bn ied en ta AP i (ps5 Hs — 2.49 2.51 2.61 2.87 EDISON ELECTRIC INSTITUTE: 
e Average Rs hid ciemectecnintpenibisen esses _._Mar. 16 3.13 3.15 3.23 3.30 | Kilowatt-bour sales to ultimate consumers— 
st | getline _.Mar. 16 2.85 2.86 2.94 3.11 Month of December (000's omitted) 33,039,679 32,051,035 30,675,661 
r RE oe RN aA, ‘ __..Mar. 16 3.02 3.04 3.11 3.18; Revenue from ultimate customers—month of 
a RCT a A RE eI EE _Mar. 16 3.15 3.16 3.24 3.35 December __ $589,705,300 $571,527,500 $550,591,500 
ER ae ea a re a ee a ee . _Mar. 16 3.51 3.54 3.61 3.56 Number of ultimate customers at Dec. 31 49,899,065 49,795,031 48,459,371 
e RNR RN RE z ____Mar. 16 3.23 3.27 3.34 3.43 
eaeiiatineiniaiiai .Mar. 16 3.13 3.14 3.22 3.32 EMPLOYMENT AND PAYROLLS—U. S. DEPT. 
Ce 
r CS SEITE siscscieandi .Maz. 16 3.05 3.05 3.12 3.15 OF LABOR—REVISED SERIES—Month of 
MOODY'S COMM Mar. lf 428.6 427.6 422.7 424.3 | December: 
it ODDITY INDEX------ “lt a —. = , All manufacturing (production workers) 13,122,000 *13,322,000 13,699,000 
e NATIONAL PAPERBOARD ASSOCIATION: ; * ; 1am Durable goods 7,645,000 *7,762,000 8,910,000 
Orders received (tons) ---.-..----------- --Mar. 6 304,917 212,753 275,060 369,535 Nondurable goods 5,477,000 *5 560.000 5,689,009 
'S Production (tons) — ee ee ee nner ee --<-<---- -Mar 6 223,579 228,526 228 8,571 251,232 | Employment Indexes (1947-49 Avge 100 )— 
Ss Percentage of activity__------_- anen ance om Mar. 6 88 8S ~ 4 adit ae All manufacturing 106.1 107.7 110.8 
:, sa en orders (tons) end of —— eenncne a ee Mar. 6 401,943 0,960 377,082 544.346 Payroll Indexes (1947-49 Average—100) odie nel olin 
- OIL, PAINT AND DEUG REPORTER PRICE eat manufacturing as ° ; 
E RE: pe ete GD nc ccnc emcees merece seems Mar. 12 1028.00 107.78 107.05 107.75 Estimated number of employees in manufac- 
$3 : " turing industries 
SPOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- . 6.495.000 *16.709.000 16.952 
y 4 LOT DEALERS AND SPECIALISTS ON N. Y. STOCK Se ee eee 6 ee 
> - - “ " a goods ~ ,572, , r ,856, 
d EXCHANGE — SECURITIES ne COESISSS . Nondurable goods 6.923.000 *7,009.000 7'096 000 
- Odd-iot sales by dealers (customers’ purchases) t*— ' ‘ Ts : dicta 
“ Somiuitapatnces "SE ea SPIES ponneennes Feb, 37 645,030 871,712 1,004,092 869,337 ' as APPLIANCE MANUFACTURERS ASSOCIA- 
y Dollar value -------__- ------Feb. 27 $29,757,573 $39,583,535 $44,438,780 $38,182,423 SO" RAN ey 
Odd-lot purchases by dealers (customers’ sales) +— r ~~ S : fe a 
e umber of shares—Total 09108... ....05<---- - --Feb. 27 656,574 846,192 940,833 738,713 | oneness 4 ony pienaace Vents) vi apnanied be rg petiy + yy 
a Customers’ short sales_.....-.._--------- Feb. 27 Te 9,757 10,348 7,325 | fis - t mS pene net 26 900 32 300 31 100 
. Customers’ other sales_________-- ane .-Feb. 27 49,133 838,435 .. 930,485 731,388 | Gas-tire + we ll rnp dre 9,000 9700 8'400 
I , Feb.27 $27,259,465 $35,777,843 $39,698,255 $29,216,202 | Gas-conversion burners (unit -- , , ’ 
eg A ee INTERSTATE COMMERCE COMMISSION— 
€ € 972 ¢ ls Py 4% © A, Bi 4 7 wer be Ds : 
: we = an to aemcmmaaneaeaees ei ee oon os — yimceen vategnried 508,180 Index of Railway Employment at middle of 
me oe eo we we we re ee eee ee edad : - " , Oo ) 9 é i 
+ ge OS. > OR A AGES ____.. Feb. 27 214,450 278,950 296,150 208,110 January (1935-39 average —100 112. 115.0 121.8 
Rouné-tot purchases by dealers— 27 219.6 297 354.87 3199 MOTOR VEHICLE FACTORY SALES FROM 
3, Number of shares... ...........-_._...------ - ---- Feb. 27 219,670 297,640 354,870 343,190 PLANTS IN U. S.—AUTOMOBILE MANU- 
e i ; FACTURERS’ ASSN.—Month of January: 
TOTAL ROUND-LOT STOCK SALES ON THE N. Y. STOCK : Pee, 
O EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS Total number of vehicles 549,946 oar aan onan 
is FOR ACCOUNT OF MEMBERS (SHARES): Number of passenger car 453,378 357.8 ‘ eee 
. Total Round-lot sales— Number of motor trucks 96,167 94, 552 111,5° 
5 a i EP A __..Feb. 20 411,270 439,640 350,460 257,720 Number of motor coaches 401 424 254 
EY dadinehnininetaieaninteiodie ai itt -.Feb. 20 8,722,360 9,491,410 9,172,770 6,658,330 ee rae 
d DeGGs CEE ccwwepencnee nee. —--- . Feb. 20 9,133,630 9,931,050 9,523,230 6,916,050 REAL ESTATE FINANCING = ye 
7 ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- SnD Seana ae gn Gane amitaeey 
n BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: PA a ~_ anh Bw ; $568,926 $564,200 $539,936 
Transactions of specialists in stocks in which nee cerca Seausamnes companies 126.079 113,998 125,707 
. Total purchases ------------------__-_- -Feb. 20 876,550 924,720 961,350 658,070 Bank and trust companie 290.925 289,835 305,498 
Ss Ghats enles —----—--—---.------.--- . - Feb. 20 194,920 160,620 179,710 S20.909-| Seeteed oactees bonis 128-307 113 180 111.963 
t oan enneren noma a a ae oon'ane tye 510-560 | Individuals —. 225,234 218,978 228,400 
OGGQi G6506 ...- 222 own -- --- -re < 9. i 55 995,9: ,46 _ ~ . - ‘ 282.855 248,454 44, 
Other transactions initiated “on “the floor— Miscellaneous lending institution s _ ae _ 
d Total purchases __----~...------~---~---- ---- Feb. 20 227,820 282,500 305,350 152,460 aa bal $1,622,326 $1, 548. 645 $1,553,457 
e Ghest enles ..-—......-.--.--------- - Feb. 20 18,700 23,600 16,500 21,000 
| ae Poh. 2 233,320 253,410 321,960 196.608 « « nae é ' , DEBT LIMITATION 
. Total sales _____- .. Feb. 20 252,020 277,010 338,460 157,640 ©: 5- yh nag pb noe nl f 
” Other pransactions initiated off ‘the ‘floor— . ‘ 278 - Total face amount that may be outstanding 
= Total purchases __-.--~.-~------~-- - Feb. 20 342,375 482,368 349 882 225,881 at any time : $275,000,000 $275,000,000 $275,000,000 
0 Gest gales .............--..------- -Peb. 20 41,390 56,420 38,030 34,020 Out tanding 
: Other sales ----------------_------- Feb. 20 384,070 367,310 457,065 327,750 Total gross public debt 274,781,539 274,848,511 267,583,710 
S Total sales -___- ----- --Feb. 20 425,460 423,730 495,095 361,770 Guaranteed obligations not owned by the 
r Total round-lot transactions for account of members— Tre . -'s . 77.011 75.097 50.029 
EE IIS «. ccnctinncntoinhepenesenenine Feb. 20 1,446,745 1,689,588 1,616,582 1,036,411 eeuensy oe a neat 
ile EE stseneil Feb. 20 255,010 260,640 234,240 184,920 ‘ . deht and aranteed 
. a ae + eigen oa os yer teen eee fe nn ya re age Jobe anc’ Guarankees’ $274,858,550 $274,923,609 $267,633,740 
e Total sales -----~-- eo we. 2 1,610,190 1,639,290 1,829,489 1,159,870 Deduct—other outstanding public debt obli- ' . 
e WHOLESALE PRICES, NEW SERIES — U. S. DEPT. OF gations not subject to debt limitation 558,701 561,209 610,643 
f LABOR — (1947-49 = 100): ———__ ______ 
d Commodity Group— Grand total outstanding $274,.299,848 $274,362,399 $267,023,096 
AK eommoedities..._..... .... ...... -..---- ------Mar. 9 110.6 *110.7 110.5 109.9 Belunce face amount of obligations, issuable S Le. a, 
Parm products_..._--------- ~-----~--- -Mar. 9 99.1 99.0 98.2 98.4 under above authority 700,151 637,600 7,976,903 
- Oe - --Mar. 9 104.9 105.2 104.7 105.4 | 
_ Ee Mrr. 9 91.6 93.2 91.1 5.9 | ZINC OXIDE (BUREAU OF MINES)—Month o! 
All commodities other than farm and foods Mar. 9 114.3 114.3 114.4 113.3 Decembet 16.325 
r Revised figure. {Includes 601,000 barrels of ferei¢n crude runs. Based on new annual capacity of 124,330,410 tons as Production (short tons! 13,790 14,100 f 
“a eo > aan ane 3 4 12,254 12,465 14,053 
e of Jan. 1, 1954, as against the Jan. 1, 1953 basis of 117.547.4709 tor Shipments ‘short tons! ona 28 369 23.008 
+Number of orders not reported since introduction of Monthly Investment Pian Stocks at end of month (short tons) 29,903 28, < . 
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to $43.86 in 1950—slightly more 
than the average old-age assist- 
gnce payment. By 1952, recipients 
of old-age insurance were more 
mumerous than recipients of old- 
age assistance. Important addi- 
tional progress for the insurance 
principle was made last Jan. 7, 
when President Eisenhower in a 
message to Congress asked for ex- 
tension of unemployment insur- 
ance to 6.2 million additional 
workers and old-age and surviv- 
ors’ insurance to 10 million ad- 
ditional persons, proposed higher 
old-age and survivors’ benefits, 
called attention to the need for 
substantially more liberal unem- 
ployment compensation benefits, 
and recommended a new formula 





permitting progressive reduction 
in Federal grants in aid, including 
old age assistance, to the States as 
the need for aid declines. 
President HWisenhower’s strong 
endorsement of the _ insurance 
principle is significant because 
this principle seems to have com- 
manded, on the whole, stronger 


support among the Democrats 
than among the Republicans. it 
now appears likely that both 


parties will prefer the insurance 
principle to straight relief. Some 
public assistance will, of course, 
always be necessary, but the prin- 
cipal way of meeting the needs of 
retired persons or unemployed 
persons will apparently be insur- 
ance. 3 


3 The following table compares the operation of old age assistance and old 


age insurance at selected dates: 


Old-Age Assistance Old-Age Insurance—— 
Number of Average Number of Average 
Recipien Monthly Total Recipient Monthly Total Bene- 
(Thousands) Payments Payment End of Year Benefit fit Payments 
December December ( Million (Thousands) End of Year (Millions) 
1940 2,066 20.26 $475.0 112.3 $22.60 $21 1 
1946 2,196 35.31 822.1 701.7 24.55 230.3 
1950 2,786 43.05 1,462.0 1,771.0 43.86 718.5 
1952. 2,625 48.82 1,463.1 2,643.9 49.25 1,613.4 


Source: “Social Security Bulletin,” 
plement, pp. 24, 49, 32, 41. 


The fourth basic issue in indus- 
trial relations that has been de- 
cided in recent years is the essen- 
tial position of employers and 
trade unions under the law. This 
issue was partly decided by the 
Wagner Act, which imposed im- 
portant new obligations on em- 
ployers, but the real decision was 
made by the Taft-Hartley Act, 
which imposed important obliga- 
tions on both employers and 
unions. Undoubtedly, there will 
sooner or later be important 
changes in the Taft-Hartley Act 
because the Act has serious de- 
¥ects. The fundamental philosophy 
of the Taft-Hartley Act, however, 
will not be changed — it is too 
widely and completely accepted 
by the public and by the majority 
af both political parties. 

The essence of the philosophy 
of the Taft-Hartley Act is that 
both unions and employers have 
obligations toward individual 
workmen, toward each other, to- 
ward other employers and unions, 
toward neutrals in labor disputes, 
and toward the public in general, 
and that the Government should 
enforce many of these obligations. 
The employers were outraged at 
the passage of the Wagner Act, 
and the unions were outraged at 
the passage of the Taft-Hartley 
Act. Even today some employers 
are trying to wreck the parts of 
the Taft-Hartley Act which apply 
to them by urging that original 
jurisdiction over unfair labor 
practice cases be transferred from 
the Labor Relations Board to the 
courts. For nearly seven years the 
unions have been trying to con- 
vince the public that the law 
Should be directed almost exclu- 
sively ageinst employers and vir- 
tually not at all against unions. 
The attempts of some employers 
to scuttle the law and of unions 
to replace the present fairly well 
balanced law with a one-sided 
law will fail. The American peo- 
ple have always believed that 
powerful economic organizations 
should be held accountable for the 
Proper use of their power. Public 
acceptance of the philosophy of 
the Taft-Hartley Act simply re- 
ficcts the awareness of the public 
that many employers and unions 


Possess great economic power. 
Bven a large proportion of the 
wank and file of unions (and per- 
haps even a majority) accept the 
basic philosophy of the Taft-Hart- 
ley Act. 


September, 1953, Annual Statistical Sup- 


IV 
What Industrial Relations Can 
Be Expected 

Within tne framework provided 
by the four basic decisions of the 
last 20 years, what system of in- 
dustrial relations should one ex- 
pect to grow up? These basic de- 
cisions supply part of the answer, 
but not all of it. The success of 
the unions in organizing nearly 
all of the workers in manufactur- 
ing, transportation, mining, and 
construction creates the possibil- 
ity that conditions of employment 
will be settled mainly by collec- 
tive bargaining. On the other 
hand, the great authority over la- 
bor matters that the Federal Gov- 
crnment has recently acquired as 
a result of the reinterpretation of 
the Constitution creates the pos- 
sibility that conditions of employ- 
ment and _ industrial relations 
will be set by law rather than by 
collective bargaining. 

The present system of industrial 
relations in the United States is 
a mixed one with collective bar- 
gaining and the law both playing 
major roles in determining con- 
ditions of employment and in im- 
posing rules and obligations and 
in creating rights and privileges. 
There has been an enormous de- 
velopment of law in the labor field 
during recent years, as the Social 
Security system, the Fair Labor 
Standards Act, the Taft-Hartley 
Act, and much State legislation 
remind us. But the great spread 
of collective bargaining strikes 
me as more important than even 
the development of the law of in- 
dustrial reiations, mainly because 
collective bargaining has larger 
and more direct effects on the 
money costs of employers and the 
money incomes of most employees 
than do the new laws. 

I expect to see our system of 
industrial relations continue to be 
a mixed system, but with collec- 
tive bargaining on the whole a 
more important molder of condi- 
tions than 'aws. Settling matters 
by private agreement is more in 
harmony with the tradition of the 
country than settling them by 
law. Hence, both employers and 
trade unions have strong inclina- 
tion to prefer bargaining to ap- 
peals to legislatures. Bargaining 
has an especial appeal to unions 
because most unions have greater 
bargaining power than political 
power. This statement may not 
be true of a few unions, such as 


the railroad unions, but is true of 
most Furthermore, the 
Ereat success of industry in rais- 


unions 
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ing output per man-hour gives 
unions a great deal to bargain 
over. The rise of productivity will 
undoubtedly be greater in the fu- 
ture than in the past. In the last 
seven years the United States has 
spent more money on industrial 
research than in all of the years 
prior to 1947. Most of these huge 
recent outlays on industrial re- 
search have not had much time 
to affect the productivity of in- 
dustry. As they do, unions will be 
led to make stiffer demands, and 
collective bargaining will gain in 
importance. 

The growth of unions and bar- 
gaining will produce some devel- 
opment of the law, as it already 
has done. In particular, such mat- 
ters as the obligations of unions 
and employers toward rival unions 
and rival employers and toward 
neutrals will grow in importance. 
Furthermore, some of the results 
of collective bargaining, such as 
the establishment of immense 
welfare funds, create a need for 
new developments in public pol- 
icy. The welfare funds are the 
equivalent of insurance compa- 
nies, and they are readily subject 
to abuse. These funds need care- 
ful supervision and the obliga- 
tions of the administrators need 
to be made clear. 

In the main, however, indus- 
trial relations in the United States 
will be characterized by the great 
importance of collective bargain- 
ing as the instrument for making 
decisions. Rapid _ technological 
progress in the United States and 
the strength of the American 
economy in foreign trade permit 
us to allow employers and unions 
far greater freedom to make bar- 
gains than most other countries 
dare to give them. I know of no 
other country, except possibly 
Canada, in which it would be safe 
for the community to allow col- 
lective bargaining to operate with 
so little restraint from public pol- 
icy as we are doing and shall con- 
tinue to do. 

Vv 


Unsettled Issues 


Let us examine briefly a few of 
the important unsettled issues in 
American industrial relations. I 
shall discuss issues in the field of 
collective bargaining and issues 
arising out of the regulation of 
the rights and obligations of 
unions and employers. Since my 
time is limited, I omit discussion 
of important unsettled issues in 
the field of social seturity. 

What will collective bargaining 
do to industry? Will it be par- 
ticularly hard on small and me- 
dium-sized companies which can- 
not use industrial research on a 
large scale to increase output and 
to keep down labor costs? Will 
trade unions seriously interfere 
with the conduct of operations of 
management, and prevent man- 
agers from using the discretion 
through which managers exercise 
their skill as administrators? Will 
trade unions introduce some form 
of the so-called annual wage over 
a large part of industry and, if 
so, will the effect on the economy 
be good or bad, Will the upward 
pressure of trade unions on wages 
bring about a long-run increase 
in labor costs and thus a long-run 
rise in the price level? If unions 
do push up labor costs and prices, 
what will be the effect upon the 
economy? Let us look briefly at 
these questions. 

Will collective bargaining be 
particularly hard on small and 
medium-sized companies which 
cannot use industrial research to 
keep down labor costs? There is 
danger that such companies will 
be caught in a squeeze between 
rising costs and more slowly ris- 
ing prices. Trade unions naturally 
attempt to spread to other com- 
panies the wage increases which 
they win from those employers 
who, for one reason or another, 
are willing to give the largest in- 
creases. But the problems of small 
and medium-sized companies may 


not be as serious as one might ex- 


pect. One reason is that many of 
these companies are not in direct 
competition with large companies. 
They serve parts of the market 
where smallness has important 
advantages. Another reason is that 
unions have been accustomed to 
make some distinction between 
large companies and small ones 
on the basis of ability to pay and 
have not invariably imposed the 
same settlements on small compa- 
nies that they have won from in- 
dustrial giants. Some small and 
medium-sized companies may 
gain help in controlling costs from 
systematic collaboration between 
management and unions. Many 
unions have been willing to help 
management promote efficiency, 
especially when the unions realize 
that the jobs of their members are 
at stake. 

It would be tragic, however, if 
small companies were to take a 
defeatist attitude toward the pos- 
sibility of their developing re- 
search and using the benefits of 
research. American industry is 
entering upon a research age—an 
age in which research will be 
done on a far larger scale than 
ever before and will be more per- 
vasive than ever before. Small 
companies must adapt themselves 
to the research age by learning to 
do research themselves or how to 
get research done for them by 
outsiders. 


Will trade unions seriously in- 
terfere with the conduct of plant 
operations by encroaching unduly 
upon manezgerial discretion? The 
answer to this question depends 
largely upon whether manage- 
ment exercises discretion fairly 
and upon how much importance 
managements attach to preserv- 
ing the right to exercise consider- 
able discretion. It is important 
that management retain reason- 
able discretion in introducing new 
methods of work and in re-assign- 
ing the work force. It is also im- 
portant that a fair compromise be 
followed in making promotions 
between the claims of long serv- 
ice and the claims of superior 
ability and workmanship. If man- 
agements act with foresight and 
fairness, their decisions will not 
ordinarily raise serious issues and 
will not provoke demands that the 
discretion of management be 
curbed. Nevertheless, even the 
best managements need at times 
to defend their right to exercise 
discretion. If managements take 
a short-run point of view and ac- 
cept restrictions on their discre- 
tion in order to avoid trouble, 
managements will eventually find 
their ability to manage seriously 
impaired. The reward of consci- 
entious, accurate, and painstaking 
performance is important not 
merely to the employer, but to 
the workman himself and the 
community. It is not good for men 
to work under conditions where 
poor and slovenly work is toler- 
ated. And because doing one’s 
best is important to the character 
of the individual, it is important 
to the community that men have 
a chance to work under conditions 
where good work gets its reward. 


Will trade unions introduce 
some form of the so-called annual 
wage over a large part of indus- 
try and, if so, will the effects on 
the economy be good or bad? 
Unless the terms of state unem- 
ployment acts are substantially 
liberalized in the next year or 
two, I believe that unions will 
press hard for arrangements un- 
der which employers agree to 
supplement unemployment bene- 
fits. These arrangements have 
been given the misleading term of 
“guaranteed annual wage.” I pre- 
fer to call them “supplementary 
unemployment compensation.” I 
believe that the kind of supple- 
mentary unemployment compen- 
sation plans which have been pro- 
posed by the Steel Workers and 
the United Automobile Workers 
would be good for the economy. 
They would not be as desirable 


as liberalizing state unemploy- 


ment compensation acts, but they 
would be stabilizing. They would 
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not impair the credit of employers 
because the liabilities. of employ- 
ers would be timited and would 
be met in the main from reserves 
accumulated during good times, 
The supplementary unemploy- 
ment benefits would cushion 
somewhat the drop in employee 
income during recessions and thus 
help mitigate the severity of con- 
tractions. 


Will the upward pressure of 
trade unions on wages bring about 
a long-run increase in labor costs 
and thus a long-run rise in the 
price level? The coming research 
age in American industry will be 
a period of strong prosperity. In- 
vestment opportunities will be 
abundant, and individuals will be 
encouraged by the new and im-~ 
proved kinds of goods to spend a 
high proportion of their incomes 
for consumption. Such a state of 
affairs means that the bargaining 
position of trade unions will be 
strong. Employers will be reluc- 
tant to endure the long stoppages 
of production that would be nec- 
essary in order to prevent wage 
increases from raising labor costs. 
If employers feel a strong demand 
on the part of the public that they 
prevent a rise in labor costs and 
prices, they may succeed in hold- 
ing costs more or less stable. [I 
suspect, however, that the public 
will not be greatly concerned 
about labor costs or prices just so 
long as the annual rise in prices is 
only 1 or 2%. 

If the research age that we are 
entering and strong trade unions 
produce a slowly rising price 
level, the community will have to 
make some adjustments. One im- 
portant adjustment will be the 
modification of pension schemes 
so that pensions are automatically 
adjusted for rises in the consumer 
price index. Modifications of pen- 
sion plans to preserve the pur- 
chasing power of pensions are be= 
ginning to be made. 


VI 


What are the principal unset- 
tled issues in the field of public 
policy and law? There are scores 
of important unsettled issues in: 
this field, but seven of them seem 
to me to stand out in importance: 
(1) state-Federal relations; (2) 
the problem of organizational 
picketing and boycotts; (3) the 
problem of the closed shop; (4) 
problems of union rivalry; (5) 
protection of neutrals in industriaF 
disputes; (6) supervision of uniom 
welfare funds; and (7) arrange- 
ments for dealing with emergency 
disputes. 


(1) The Problem of State-Fed- 
eral Relations. The Taft-Hartley 
Act has been interpreted to give 
the Federal government exclusive 
jurisdiction over most matters: 
covered by the Act provided in- 
terstate or foreign commerce is: 
affected. The National Labor Re- 
lations Board, however, has seem 
fit to decline to take cases of some: 
small enterprises whose opera- 
tions have little effect upon inter- 
state commerce. Since the states 
are not permitted to exercise au- 
thority in these cases, there has 
grown up a sort of No-Man’s Lan@ 
in which both employers and em- 
ployees lack the protection of the 
law. Furthermore, the Taft-Hart- 
ley Act, as interpreted by the 
courts, severely curtails the au- 
thority of the states to deal with 
disputes which create local emer- 
gencies. 

The respective authorities of the 
state and Federal governments 
need to be clearly defined. The 
line of demarcation should not be 
expressed in terms of the size of 
the enterprise or even in terms of 
the proportion of sales or pur- 
chases that are interstate. The 
line of distinction should be 
worked out principally in terms 
of interstate competition. An in- 
dustry, such as the women’s gar- 
ment industry, is engaged in in- 
terstate competition. Hence, al? 


the plants in this industry, no 
matter how small, should be sub- 
ject to the Taft-Hartley Act. But 
an automobile retailer who gets all 
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of his cars from Detroit is not 
engaged in interstate competition 
and should be subject to state 
laws, not the Taft- Act. In 
other words, retailing and the 
service industries, even though 
they buy their goods in- 
dterstate commerce, are not en- 
Zaged to an appreciable extent in 
interstate competition. Hence, 
jurisdiction over these imdustries 
properly belongs to the states. 

In general, the jurisdiction of 
the Federal government and state 
governments should be supreme 
within their respective jurisdic- 
tions except for the right of the 
state governments to maintain law 
and order. I agree with Senator 
Taft, in his testimony before the 
Senate Labor Committee last 
year, that so-called “concurrent” 
jurisdictions would create con- 
fusion by producing two sets of 
precedents for similar cases. 


With respect to the industries 
to which the Taft-Hartley Act ap- 
plies, its authority should be ex- 
clusive. There is no sense in sub- 
jecting employers who compete 
with one another to differing state 
laws. The states should be left 
free to experiment with arrange- 
ments for dealing with disputes 
which cause local emergencies, 
such as stoppages in the gas in- 
dustry or electric light and power 
industry. Stoppages in these in- 
dustries do not create national 
emergencies. Hence, each state 
should be free to deal with the 
problem in its own way. 


(2) The Problem of Organiza- 
tional Picketing and Boycotts. The 
‘Taft-Hartley Act does not give 
effective protection against efforts 
to force employees into unions 
that they do not wish to join. 
‘Thus, the philosophy of the Act, 
that men are entitled to be rep- 
resented by bargaining agents of 
their own choosing is often de- 
feated. The principal offender 
seems to be the powerful Team- 
sters’ Union. The problem might 
ibe met in part by a broader inter- 
pretation of the kind of picket- 
ing that is regarded as coercive, 
hut a more adequate remedy is 
meeded. A fair solution would be 
to prohibit organizational picket- 
ing and boycotts after a rival un- 
ion, the employer, or a substantial 
part of the employees involved 
thas petitioned the National Labor 
Relations Board to settle the issue 
of representation by an election. 
In these days of powerful unions 
and strong union rivalries, a vig- 
orous affirmative policy on the 
part of the government is neces- 
ssary in order to protect the right 
of employees to choose their own 
bargaining agents. This means a 
more vigorous policy than the 
government has pursued up to 
now. Unfortunately, Congress has 
handicapped the Board in dealing 
with this problem by prohibiting 
pre-hearing elections. 

(3) The Problem of the Closed 
Shop. The Taft-Hartley Act, as 
everyone knows, permits the un- 
jon shop under certain conditions, 
but forbids the closed shop. The 
union shop provisions have 
worked out well in many indus- 
tries, but there are wide areas in 
which the closed shop serves a 
useful purpose to workers and 
employers alike. As a result, pro- 
hibitions against the closed shop 
in the laft-Hartley Act are being 
widely violated. Thus, we have 
the closed shop without proper 
safeguards. In industries where 
employment is intermittent or 
highly seasonal, such as the build- 
ing trades, entertainment, steve- 
doring, the closed shop should be 
permitted with proper safeguards. 
It already exists there, and it will 
continue to exist. 

(4) The Problem of Union Ri- 
valry. The growth of unions has 
intensified problems of union 
rivalry. The protection of the 
right to organize encourages un- 
ions to attempt to expand their 
membership. If one union does 
not act quickly, it will be too late 
because another union will have 
organized the group of workers. 
In the old days, the right of em- 


ployers to use drastic measures 
to stamp out unions was a great 
curb on rivalry. 

rivairy-has been intensi- 
fied by the rapid growth of indus- 
trial unions which include among 
their members many skilled 
craftsmen. The craftsmen have 
learned that the industrial unions 
frequently do not give them very 
adequate representation. Many 
industrial unions have bargained 
for cents-per-hour wage increases 
rather than percentage wage in- 
creases. Thus, the differential be- 
tween the semi-skilled workers 
and skilled craftsmen has been 
substantially reduced. Now the 
craftsmen are reacting to the fail- 
ure of the industrial unions to 
give them proper representation 
by endeavoring to sever them- 
selves from industrial unions. Mr. 
Joseph Krislov of Western Re- 
serve University, who has made 
an extensive study of union raid- 
ing, reports that raids by the craft 
unions against industrial unions 
have been successful in about 
two-thirds of the contests.4 

The A. F. of L. and the C. I. O. 
have attempted to deal with some 
aspects of the problem of union 
rivalry by fostering no-raiding 
agreements within the federations 
and also between the federations. 
The no-raiding agreement within 
the C. I. O. seems to have been 
successful, but the outlook for ef- 
fective no-raiding agreements 
within the A. F. of L. or between 
the A. F. of L. and the C. I. O. is 
far from bright. 

No-raiding agreements have 
much to be said for them, but if 
they fail to give disaffected locals 
a reasonable opportunity to shift 
their allegiance from one union to 
another, the no-raiding agree- 
ments can be quite oppressive. At 
any rate, in view of the strong 
tradition of autonomy in the 
American trade union movement, 
and the consequent weak influ- 
ence of the federations, the prob- 
lem of inter-union rivalry must 
be handled in large measure by 
the government. I am not sug- 
gesting that union rivalries are 
bad per se, but I am suggesting 
that workers are entitled to be 
represented by bargaining agents 
of their own choosing. Deciding 
what is an appropriate bargaining 
unit is extraordinarily difficult 
and involves carefully weighing 
many considerations which vary 
from case to case. After the mat- 
ter of the bargaining unit has 
been decided, the workers in that 
unit are entitled to select the un- 
ion which they wish to represent 
them. The decision should not de- 
pend on blueprints of organiza- 
tional territory worked out years 
ago by the A. F. of L., the C. I. O., 
or the A. F. of L. and the C. IL. O. 
together. 

(5) The Protection of Neutrals 
in Labor Disputes. The law in 
most states has in theory, given a 
good deal of protection to neu- 
trals, but in practice the neutrals 
did not have much protection, un- 
til the Taft-Hartley Act gave it 
to thens. The reason has been that 
proper administrative machinery 
to protect the rights of neutrals 
has been lacking. The protection 
given by the Taft-Hartley Act to 
neutrals contains serious loop- 
holes. The act prohibits (with 
some qualifications) encouraging 
the employees of one employer (a 
neutral) to refuse to handle the 
work of a second employer with 
whom the union has a dispute, but 
it does not prohibit inducing the 
neutral employer himself not to 
handle the products of the second 





4 “Labor Law Journal,”’ February, 1954, 
p. 85. In the so-called “Globe elections” 
Krislov found that the craft unions had 
been successful against industrial unions 
in over three-fourths of the cases. The 
so-called “Globe election cases” stem 
from the decision of the National Labor 
Relations Board in the Globe Machine 
and Stamping Cempany case in 1937. In 
this case the Board stated that if an 
industrial union claims a plant-wide unit 
and a craft union seeks a craft unit, the 
Board will permit the employees in the 
craft group to vote separately. In the 
separate election, the craft employees 
may vote either for the craft union or 
the industrial union. In over three out 
of four cases they have voted the craft 
union. 


employer. But the “inducements” 
for the neutral employer to help 
the union win its fight with the 
second employer may be quite 
coercive. Hence, the law fails ef- 
fectively to protect neutrals from 
being conscripted in labor dis- 
putes. 

I disagree with President Eisen- 
hower’s recommendation that the 
application for injunctions against 
secondary boycotts be made a 
matter of the discretion of the 
general counsel of the Labor Re- 
lations Board. The provision that 
injunctions must be sought when 
the law is being violated or is 
about to be violated protects the 
staff of the Board against political 
pressures that would weaken the 
enforcement of the law. Further- 
more, knowledge of unions that an 
injunction must be sought against 
secondary boycotts helps the staff 
settle many cases. The court, of 
course, does not have to agree 
with the general counsel that an 
injunction should be issued. Dur- 
ing the fiscal year of 1952-53, the 
general counsel sought 44 injunc- 
tions under the mandatory pro- 
visions of the Act. In 18 cases the 
application was granted; in 2 cases 
it was denied; in 3 cases it was 
withdrawn; in 4 cases the applica- 
tion was inactive; in 2 cases deci- 
sion was pending; and in 15 cases 
the issue was settled. Had injunc- 
tions not been requested, would 
the proportion of settlements have 
been so high? 


(6) Supervision of Union Wel- 
fare funds. During the last few 
years, thousands of union-em- 
ployer welfare funds have been 
established by collective bargain- 
ing. The Taft-Hartley Act pro- 
hibits an employer from making 
payments to a union to assist in 
financing a union welfare fund 
unless the employer participates 
in the administration of the fund. 
The purpose of this provision was 
to prevent abuses in the adminis- 
tration of the fund. Many em- 
ployers have taken the view that 
the funds were none of their busi- 
ness and their participation has 
only been nominal. At any rate, 
employer participation in the ad- 
ministration of welfare funds has 
failed to prevent abuses. For ex- 
ample, newly formed insurance 
agencies have been started by cor- 
rupt union officials and racketeers 
to siphon money from the union 
welfare funds. There is no need 
for unnecessary middle-men who 
receive big commissions plus al- 
leged “expenses” for placing the 
underwriting business created by 
the funds. If legitimate companies 
doing the actual insuring of the 
accounts handle the business, the 
beneficiaries would be saved mil- 
lions of dollars. 


Union welfare funds should be 
regulated just as carefully as are 
life insurance companies. This 
means complete disclosure of in- 
come and expenses and periodic 
public audits. The administrators 
of the funds need to be held to 
the responsibility of trustees. It 
would be wasteful to leave regu- 
lation to the forty-eight states. 
Regulation should be promptly 
provided by the Federal govern- 
ment, and, as is the case with in- 
surance companies, the cost of 
regulation should be assessed 
against the funds. Incidentally, 
unwillingness of employers to 
participate actively in the admin- 
istration of welfare funds reveals 
a narrow conception of personnel 
policy. Employers should wel- 
come opportunities to show an in- 
terest in the problems of their 
people. 

(7) The Problem of Stoppages 
That Create National Fmergencies. 
The provisions of the Taft-Hartley 
Act that are designed to apply to 
disputes that create national 
emergencies are not well designed 
and need a complete overhauling.5 
This should be done only after 
careful study. In revising the So- 
cial Security Act, which involved 
many technical problems, the Fi- 


* 





51 have discussed these provisions in 
seme detail in “Revision of the Taft- 
Hartley Act,”” “Quarterly Jou-nal of Eco- 
nomics,” May, 1953, pp. 169-170. 


nance Committee of the Senate has 
twice used the devise of an Advis- 
ory Council—a council of persons 
with diverse backgrounds who 
studied the problem and made 
recommendations to the commit- 
tee. Most of the recommendations 
of each of the two Advisory Coun- 
cils were adopted by Congress. 
The device of the advisory coun- 
cil might well be used by Con- 
gress in revising the Taft-Hartley 
Act, particularly the provisions 
dealing with disputes that create 
national emergencies. Both of the 
advisory councils appointed to 
study social security problems 
contained representatives of em- 
ployers, the A. F. of L., and the 
C. Il. O. In view of the definite 
official stand which employer 
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organizations and the two federa- 
tions of labor have taken on vari~ 
ous Taft-Hartley issues, I am net 
in favor of a tripartite advisory- 
council. The employer and the 
labor members would be of little 
use because they would not be 
free to use their best judgment 
It would be possible, however, to 
get a good advisory council from 
the many able citizens who in re~ 
cent years have acquired experi 
ence in handling labor disputes 
as mediators and arbitrators. In- 
deed, in few fields is the country 
richer in able and experienced 
men. I am aware that there is ne 
set of arrangements that would 
be a complete solution of the 
problem of disputes that create 
emergencies. 
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Western Pacific 


It has long been expected that 
once Western Pacific won its suit 
with the old holding company as 
to which was entitled to the bene- 
fits from certain tax credits taken 
years ago, and thus was able to 
release some $10 million held in 
escrow, steps would be taken to 
eliminate the $5 _ participating 
preferred. The plan has now been 
announced. A portion of the pre- 
ferred issue is to be replaced by 
a new income bond issue and the 
balance is to be paid off in cash, 
subject, of course, to ICC ap- 
proval. This follows along the 
lines of the earlier proposal, now 
being considered by the Commis- 
sion, formulated by Chicago & 
Eastern Illinois to substitute in- 
come bonds for its preferred. The 
results will be followed with great 
interest by the railroad industry 
generally and by security anal- 
ysts. Substitution of bonds for 
preferred stocks has a distinct ad- 
vantage taxwise and if the ICC is 
willing to go along with such 
plans it is believed that quite a 
few other roads will be quick to 
join the parade. 


Western Pacific stands to real- 
ize a two-fold gain if its plan is 
approved and successfully con- 
summated—it may be taken for 
granted that if the plan is ap- 
proved the terms will be accepted 
by the preferred holders. Not 
only will there be the usual tax 
benefits (income bond interest is 
deductible before taxes while pre- 
ferred dividends are not) but, 
also, the company will eliminate 
the onerous participating pro- 
vision of the preferred. This pre- 
ferred participates equally, share 
for share, in any dividend in ex- 
cess of $3 paid on the common in 
any year. Presumably largely be- 
cause of this provision the road 
has never since consummation 
of its reorganization paid more 
than $3 on the common although 


in many years earnings would 
have warranted more liberal 
action. 

There are at present 308,211 


shares of the preferred outstand- 
ing. The proposed exchange offer 
will be limited to 225,000 shares, 
with the remaining 83,211 shares 
to be called for redemption at par 
plus accrued dividends. The ex- 
change will be $100 par value of 
5% income bonds, one-fifth of a 
share of common, and some mod- 
est payment in cash for each share 
of preferred. It is the opinion of 
most railroad analysts that the 
package value of this offer will 
work out significantly higher than 
the $100 call price of the pre- 
ferred stock. 

Success of the plan should ma- 


terially improve the earning 
power of, and prospects for, the 
common stock. Interest charges 
of $1,225,000 will be substituted 
for $1,541,055 of preferred divi- 


dends now accruing annually. Tre 
smaller amount of senior obliga— 
tions to be outstanding, and the 
saving in Federal income taxes, 
would mean an increase of $953,-- 
054 in earnings available for the 
common stock. There are at pres-- 
ent 528,899 shares of common out- 
standing and under the plan this 
would be increased to 573,899 
shares of common outstanding and 
under the plan this would be in— 
creased to 573,899 shares. Earn— 
ings on the common last year 
amounted to $8.46 a share, after 
allowing for the participating 
provision of the preferred. With 
the participating feature elimi- 
nated and the reduction in charges 
contemplated in the plan, earnings 
last year would have amounted 
to $12.47 a share on the larger 
amount of common to be out- 
standing. 

Enthusiasm for Western Pa 
cific does not center entirety 
around the proposed plan. The 
status of, and prospects for, the 
road as such are considered highly 
favorable. Western Pacific is a 
consistently efficient property 
with unusually low cost ration 
Last year, for instance, it had a 
transportation ratio of 28.1% and 
a profit margin of 24.8%. Similar 
ratios for the class I carriers as a 
whole were 36.3% and 15.4%, re~ 
spectively. Also, the road has 
had one of the best revenue trend 
records in the country, and the 
territorial growth largely respon— 
sible for this trend is continuing. 
Thus, the long term earnings 
propects are considered bright. 


Reynolds Uranium Sik. 
Offered at $10 a Share 


Luckhurst & Company, Inc. 
New York, are offering publicty 
30,000 shares of Reynolds Ura- 
nium Corp. common stock (pear 
$1) at $10 per share as a specula- 
tion. 

Reynolds Uranium Corp. is the 
assignee of an agreement and 
mining lease covering a group of 
lode mining claims and mill sites 
comprising the Jo Reynolds Mine. 
This compact group of mines 
located about one mile from Law- 
son, Clear Creek County, Colo. 

Of the net proceeds, it is in- 
tended to pay $10.000 to Clear 
Creek Mines, Inc., lessor, not later 
than May 6, 1954; $10,000 will be 
used to repay a loan; and the bal- 
ance will be used for rehabilita— 
tion, exploration and/or develop- 
ment of the company’s claims. 

Following issuance and sale of 
the new stock, there will be out 
standing 75,000 shares. Douglas J. 
Luckhurst, President and a direc- 
tor of Luckhurst & Company, Inc., 
is President of Reynolds Ura- 
nium Corp. 
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Securities Now in Kegistration 


Alaska Telephone Corp., Seattle, Wash. 
Feb. 10 (letter of notification) $270,000 face amount of 
6% 10-year convertible debentures, series B. Price— 
70% of principal amount. Proceeds—For general operat- 
ing expenses and working capital. Underwriter—Tellier 
& Co.. New York. Offering — Not expected until the 
middle of April. 
® Allied Artists Pictures Corp. (3/30-31) 
March 8 filed 150,000 shares of 542% cumulative con- 
vertible preferred stock. Price—At par ($10 per share). 
Preceeds—To be used in the production, distribution 
and exploitation of motion pictures and for working 
capital. Underwriter — Emanuel, Deetjen & Co., New 
York. Meeting—Stockholders will vote March 23 on 
authorizing the new issue. 


® American-Marietta Co., Chicago, Ill. (3/22) 


the selling stockholder. Underwriter—J. Barth & Co., 
San Francisco, Calif. 
% Coleman Engineering Co., Inc., Los Angeles, Cal. 
March 8 (letter of notification) 7,700 shares of class A 
common stock (par $1). Price—$5.6242 per share. Pro- 
ceeds—For working capital. Underwriter—Wilson, John- 
son & Higgins, San Francisco, Calif. 

Community Public Service Co. (4/6) 
March 1 filed $3,000,000 of first mortgage bonds, series 
D, due March 1, 1984. Proceeds—To repay bank loans 
and for new construction. Underwriter — To be deter- 
mined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Equitable Securities Corp.; 
Blyth & Co., Inc. Bids—To be received up to 11 a.m. 
(EST on April 6 at 90 Broad Street, New York, N. Y. 


%* Composite Bond & Stock Fund, Inc., 


—$3.50 per share. Proceeds—To repay bank loans anc 
for expenses incident to oil and gas exploration and de 
velopment. Office—One William Street, New Yor 
Underwriters—Lehman Brothers, New York. 

Dallas Power & Light Co. (3/24) 
Feb. 25 filed 70,000 shares of cumulative prefertec 
stock (no par). Proceeds—For new construction. Un 
derwriter — To be determined by competitive bidding 
Probable bidders: Union Securities Corp.; The Firs 
Boston Corp.; White, Weld & Co.; Lehman Brothers 
Blyth & Co., Inc.; Harriman Ripley & Co. Inc. anc 
Kidder, Peabody & Co. (jointly). Bids—To be receiyec 
up to 11 a.m. (EST) on March 24 at Two Rector Street 
New York, N. Y. 
*% Delaware Fund, Inc., Camden, N. J. 
March 11 filed 250,000 shares of common stock. Price 






























































March 6 —_ CS ant Tipe ) yi shares of oa Spokane, Wash. At market. Preceeds—For investment. . oO 
stock (par $2). ce—At market (but not to exce 25 arc ; ‘ , ; , éb 
mel A etiee 101 East pd ate Str Chisede March 11 filed 200,000 shares of capital stock. Priee—At  y Deimar Mining & Milling Co., Spokane, Wash. ‘ 
per . o eet, 0, market. Proceeds—For investment. os ‘ i fi : pre 
Ul. Underwriter—The Ohio Company, Columbus, Ohio. F March 10 (letter of notification) 200,000 shares of com ceec 
F pat Oy , ® Dakamont Exploration Corp., New York City mon stock. Price —15 cents per share. Proeeeds — Fo a 
on ate oe peg Magee po a my area 3 a of notification) 85,000 shares of common mining expenses. Office—711 Hutton Building. Spokane Co 
March ,V00, . } stock (par $1) to be offered first to stockholders, Price i vriter— t . kane, Was ve 
cents). Price—$1 per share. Proceeds—-For construction , P Wash. Underwriter--Harry Otto Klaus, Spokar > day 
work and purchase of drilling machinery and equip- f 
ment from Alexander Shipyard, Inc.; for operating ex- Feb 
penses; and payment of indebtedness. Office—New Or- NEW ISSUE CALENDAR Pric 
leans, La. Underwriters—Crerie & Co., Houston, Texas; on 1 
and Gearhart & Otis, Inc. and Barrett Herrick & Co., March 19 (Friday) Winn & Lovett Grocery Co.__--------- Debentures row 
both of New York. ' — ‘, ‘ (Merrill Lynch, Pierce, Fenner & Beane) S1@90U.G80 “7.° Har 
: Pennepivetia Ges Cin cnsawescnadobocs Common E 
® Atias Uranium Corp. (3/22) (Offering to minority stockholders) 17,526 shares April 1 (Thursday) xy 
March 5 (letter of notification) 1,500,000 shares of com- Pioneer Finance +. eee) aS Commen 7 pre ‘ t 
mon stock. Price—At par (10 cents per share). Proceeds (Watling, Lerehen & Co. end Mullaney, Wells & Co.) Light Metals Refining Corp. ---------~-~- Common Feb 
—For mining expenses. Office — Judge Building, Salt $270,320 (Philip Gordon & Co., Inc.) $5,000,000 mor 
Lake City, Utah. Underwriter—Coombs & Co., Salt Lake March 22 (Monday) April S (Monday) Pri 
City, Utah. j : ‘ ‘ por 
. American-Marietta Co.._......-..------- Common il, 6. a ee Common 
4 yong ee Corp., Bye 4 na N. me (The Ohio Company) $201,000  Othertnn to stockholders—underwritten by Bateman, aa 
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Bldg., Santa Fe, N. M. Underwriter—Hunter Securities (Offering to stockholders—underwritten by The First (level & Os.) SLSE ASS tior 
Corp., New York. Boston Corp.) $6,000,000 Pannsylvania Power & BM On nmatoae Common ing 
% Bensen Aircraft Corp., Raleigh, N. C. Spa-King Mount Clemens Water OF Sl Cl tre Fon bee Ons a aa she 
March 8 (letter of notification) 86,214 shares of class A Products Corp. ~---+-------------- Commen adv 
common stock (par $1) and 172,259 shares of class B (Teden & Co., Inc.) $299,000 April 6 (Tuesday) Bu: 
common stock (par $1) to be offered in units of one March 23 (Tuesday) Community Public Service Co.__-.-------- Bonds lea: 
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ing capital. Underwriter—None. 8 RR rR a ee Bonds Standard Uranium Corp.____-_- POUTAE Vtedes Common Ma 
Bolsa Chica Oii Corp. (Bids 11 a.m. EST) $40,000,000 (Gearhart & Otis, Inc. and Crerie & Co.) $1,787,500 = 
Feb. 16 (letter of notification) 77,624 shares of capital Louisiana Power & Light Co.___--_---- Preferred & 
stock (par $1) to be offered for subscription by stock- (Bids noon EST) $7,000,000 nore £2 (Monday) Chi 
holders of record on or about March 4. Price — $3.75 Merchants Acceptance Corp.________-- Debentures Central Power & Light Co,--...----.------ Bonds t 
per share. Proceeds—For working capital and general (G. H. Walker & Co.) $1,300,000 (Bids to be invited) $18,000,000 Jar 
corporate purposes. Office—727 West Seventh Street, Utah Power & Light Co.__._----_-_----- Common Gulf Insurance Co._.....--.------------- Common lati 
Los Angeles, Calif. Underwriter—None. (Bids 11 a.m. EST) 200,000 shares (Offering to stockholders—no underwriting) 5,000 shares . sha 
Cahokia Downs, Inc., East St. Louis, Il. March 24 (Wednesday) National Fuel Gas Co... —---- Debentures red 
- “ (Bids 11 a.m. EST) $15,000,000 Ble 
Feb. 15 filed $1,400,000 of 10-year 6% first mortgage Colorado Fuel & Iron Ci ditewbane Preferred & 
bonds due Jan. 1, 1964, and 140,000 shares of common (Allen & Co.) $5,000,000 (April 13 (Tuesday) Co 
stock (par $1). Price—Of bonds, at 100% of principal Dallas Power & Light Co.___..------- Preferred Southern Indiana Gas & Electric Co..---~- Bonds reg 
amount; and of stock, $1.50 per share. Preceeds—For (Bids 11 a.m. EST) $7,000,000 (Bids 11 a.m. EST) $8,000,000 Mz 
construction and operation of racing plant. Under- General Telephone Co. of the Southwest Preferred i nT Common At 
writer—Dixon Bretscher Noonan Inc., Springfield, Ill. (Mitchum, Tully & Co., adviser to company) $1,500,000 (Bids 11 a.m. EST) 250,000 shares | 
% Carr-Consolidated Biscuit Co. Laclede Gas Co.__-_-__--- ae ee ee es Debentures ‘ 
March 15 (letter of notification) 40,000 shares of com- (Bide 11 a.m. BST) 610,000,680 / iene tiags ai ieee a4 fas 
mon stock (par $1). Price— At market (estimated Magnolia Park, Inc._______- Debentures & Common Northern States Power Co.__-----. .-----Common ur 
at around par). Proceeds— To three selling stock- (Gearhart & Otis, Inc.; Hunter Securities Oorp.; (Offering to stockholders—bids to be invited) 1,219,856 shares cee 
holders. Underwriter—Auchincloss, Parker & Redpath and T. J. Feibleman & Co.) $2,750,000 | PY Ae En Bonds tai 
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8 (letter of notification) 12,729 shares of common (Dillon, Read & Co. Inc.) $17,000,000 York Corp Debentures & Common Fo 
stock (par $5). Price—$22 per share. Proceeds—For ex- Texas & Pacific Ry Equip. Trust Ctfs. (The First Boston Corp. and Kidder, Peabody & Cv.) tal 
pansion. Office—528 Monroe St., Alexandria, La. Under- (Bids noon EST) $1,240,000 d 
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* Chemical Fund, Inc., New York ; arch 25 (Thursday) f Arkansas Power & Light Co.____-------- Preferred . 
March 11 filed 500,000 shares of capital stock. Price—At Central RR. of New Jersey------ Equip. Trust Ctfs. (Bids 11 a.m. EST) $7,000,000 Mi 
market. Proceeds—For investment. ae Coes WS be ries) Clee Northern States Power Co._________--- Preferred Pr 
Cities Service Co. Illinois tito tgrdeten = a Trust Ctfs. (Bids to be invited) $15,000,000 of 
March 9 filed $4,431,250 participations in the Employees i een pe Alene’ Argue West Penn Power Co.......--....-.-------- Bonds a 
Thrift Plan of this company and participating subsidiary ae. “a Furr tee ore soeee re a eee 
companies, and 50,000 shares of common stock (par $10) Signature Loan Co Inc Preferred April 21 (Wednesday) oe 
to be purchasable under the plan. ~ «Simon, Strauss & Himme; William N. Pope, Inc.; Columbia Gas System, Inc.__._-._...--Debentures ul 
Clorox Chemical Co., Oakland, Calif. and Chace, Whiteside, West & Winslow, Inc.) $648,076 (Bids to be invited) $50,000,000 Us 
March 2 (letter of notification) 6.500 shares of capital Signature Loan Co., Inc._--_- Preferred & Common 
stock (par $3.3314 per share). Price—To be ple Bn. by pr oR ee rg me ep oe Bog New J Reg h te, 9 Bonds re 
“i ; . 1ace, Whiteside, West & Winslow, Inc.; A. M. w Jersey Be > one oe ree Oe 
amendment. Proceeds—To Estate of Annie I. Murray, Kidder & Co.; tj Seams. a. and (Bids to be anes 25,000,000 M: 
Chilson, Newbery & Co.) $456,599 19 
Southern Indiana Gas & Electric Co.__-- Common way 5 (pemecay) ti 
(Offering to stockholders—underwritten by Smith, Montana Power C6@...-..<<<«n<<%--<-- Debentures 
Barney & Co.) 114,166 shares (Bids to be invited) $18,000,000 on 
| March 26 (Friday) May 14 (Friday) & 
—— States Telephone & Telegraph 6 First “Nat'l Bank of Toms River, N. J._--- Common Se 
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(Offering to stockholders—no underwriting) 487,248 shares ee ee J, 
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March 29 (Monday) General Public Utilities Corp Commo 5 
Pacific Power & Light Co..__..-_..... Common mee ge et aa 1 
(Bids noon EST) $8,000,000 Fenner & Beane may act as clearing agent M 
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‘ Tennessee Gas Transmission Co... ~~~ Preferred May 25 (Tuesday) 
Private Wires to all offices (Stone & Webster Securities Corp. and White, Weld Consolidated Natural Gas Co.__-------- Debentures 
& Co.) $10,000,000 (Bids 11:30 a.m. EDT) $25,000,000 


















Detroit Edison Co. (3/23) 

Feb. 24 filed $40,000,000 of general and refunding mort- 
Zage bonds. series N, due March 15, 1984. Proceeds—To 
redeem 373% series M bonds due May 1, 1988. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; The First Boston 
Corp.: Coffin & Burr, Inc. and Spencer, Trask & Co. 
Bids—To be received up to 11 a.m. (EST) on March 23 
at 60 Broadway, New York 4, N. Y. 


%* Bevon-Leduc Oils Ltd., Winnipeg, Canada 
March 10 filed $2,000,000 10-year 5% convertible sink- 
ing fund leasehold mortgage bonds due May 1, 1964. 
Price—100% of principal amount. Proceeds—To redeem 
outstanding bonds, repay bank loan and for general 
corporate purposes, including drilling commitments in 
the Stony Plain India Reserve and in participation of 
the development of the Buck Lake Area. Underwriter— 
McLaughlin, Reuss & Co., New York. 


Dougias Oil Co. of California 
Féb. 23 filed 50,000 shares of cumulative convertible 
preferred stock. Price —At par ($25 per share). Pro- 
ceeds—To repay bank loans and for expansion and 
working capital. Underwriter—Shearson, Hammill & 
Co., Los Angeles and New York. Offering—Expected to- 
day (March 18). 

‘Dougias Oii Co. of California 
Feb. 22 filed 15,000 shares of common stock (par $1). 
Price—To be related to the then current market price 
on the American Stock Exchange. Proceeds—To Wood- 
row G. Krieger, President. Underwriter — Shearson, 
Hammil} & Co., Los Angeles and New York. Offering— 
Expected today (March 18). 


‘Duggan’s Distillers Products Corp. 

Feb. 14 (letter of notification) 200,000 shares of com- 
mon stock (par 10 cents) to be offered to stockholders. 
Price—25 cents per share. Proceeds—For general cor- 
porate purposes. Office—248 McWhorter St., Newark 
5, N. J. Underwriter—None. 

% Electrodata Corp., Pasadena, Calif. 

March 15 filed 450,000 shares of common stock (par $1), 
of which 435,000 shares are to be offered for subscrip- 
tion by cemmon stockholders of Consolidated Engineer- 
img Corp. at rate of one share for each two Consolidated 
shares held. Price—$3.50 per share. Proceeds—To repay 
advances from Consolidated and for working capital, etc. 
Business—To design, develop, manufacture and sell or 
lease standard and specialized electronic data processing 
equipment for scientific, industrial and commercial uses. 
Under writer—Blyth & Co., Inc., San Francisco, Calif. 
*% Empire Oii & Refining Co., Inc., Tyler, Texas 
March © (letter of notification) 60,000 shares of com- 
mon steck (par five cents). Price—At market (estimated 
at 70 cents per share). Proceeds—To underwriter, 
Charter Securities Corp., New York. 

Fidelity Acceptance Corp., Minneapolis, Minn. 
Jan. 26 (letter of notification) 2,800 shares of 6% cumu- 
lative preferre® stock, class E. Price—At par ($25 per 
share). Proceeds—To be available to subsidiaries and 
reduce outstanding bank loans. Office—820 Plymouth 
Bldg., Minneapolis, Minn. Underwriters—M. H. Bishop 
re _ Minneapolis, Minn.; and B. I. Barnes, Boulder, 

olo. 

*% Fidelity Fund, Inc., Boston, Mass. 
March 15 filed 1,500,000 shares of capital stock. Price— 
At market. Proceeds—For investment. 

Financial Credit Corp., New York 
Jan. 29 filed 250,000 shares of 7% cumulative sinking 
fund preferred stock. Price—At par ($2 per share). Pro- 
ceeds—For working capital. Underwriter—E. J. Foun- 
tain & Co., Inc., New York. 

Gamma Corp., Wilmington, Del. 
Feb. 2 ‘letter of notification) 140,000 shares of common 
stock (par 10 cents). Price—$1.50 per share. Proceeds— 
For inventory, capital expenditures and working capi- 
tal. Office—100 West 10th Street, Wilmington, Del. Un- 
derwriter—Sheehan & Co., Boston, Mass. 

- General Stores Corp., New York 
March 8 filed 300,000 shares of common stock (par $1). 
Price—-$1.37' per share. Proceeds—To pay part of cost 
of acquisition of Ford Hopkins Co., Chicago, Ill. Under- 
writer—A. C. Allyn & Co., Inc., Chicago, II. 


General Telephone Co. of the Southwest (3/24) 


March 4 filed 75,000 shares of 542% cumulative pre- 
ferred stock (par $20). Price—-$21 per share. Proceeds 
—To repay bank loans and for construction program. 
Underwriter—None, but Mitchum, Tully & Co., San 


Francisco, Calif., will assist and advise the company. 
Georgia Power Co. (4/6) 

March 10 filed $11,000,000 first mortgage bonds due 
1984. Proceeds—To repay bank loans and for construc- 
tion program. Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Blyth & Co., Salomon Bros. & Hutzler and Shields 
& Co. (jointly); Harriman Ripley & Co., Inc.: Union 
Securities Corp. and Equitable Securities Corp. (joint- 
ly); The First Boston Corp.; Lehman Brothers; Morgan 
Stanley & Co. Bids—Expected to be received up to 11 
a.m. (EST) on April 6. 


Gillette Co., Boston, Mass. 


March 5 filed 196,300 shares of common stock (par $1) 
to be offered from time to time by the company to its 
officers and other key executives pursuant to “Em- 


ployees Stock Option Plan.” 
Glasspar Co., Santa Ana, Calif. 

Feb. 17 ‘letter of notification) 250,000 shares of common 
stock. Price—At par ($1 per share). Proceeds—For 
working capital and expenses incident to business of 
manufacture and sale of laminated fiberglass products. 
Office—19101 Newport Boulevard, Santa Ana, Calif. 
Underwriter—Marache, Dofflemyre & Co., Los Angeles, 
Calif. 
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® Goebel Brewing Co. 

Feb. 24 filed 200,000 shares of 60-cent convertible pre- 
ferred stock (par $10) being offered to common stock- 
holders of record March 12 on the basis of one share of 
preferred stock for each seven shares of common stock 
held; rights to expire on March 31. Price—$10 per share. 
Proceeds—For expansion and working capital. Under- 
writers—Van Alstyne, Noel & Co., New York, and Nau- 
man, McFawn & Co., Detroit, Mich. 


Growers Container Corp., Salinas, Calif. 

Feb. 15 filed 1,450,000 shares of common stock, to be 
offered primarily to individuals and firms in the Salinas 
Valley, Imperial Valley, Yuma, Phoenix, and other dis- 
tricts in and outside of San Francisco and Arizona, who 
are engaged in or allied to the growing and shipping 
industry. Price—At par ($1 per share). Proceeds—Con- 
struction of plants, acquisition of equipment, and for 
working capital. Business—Primarily manufacture of 
cartons and bags used for shipment of various vegeta- 
bles. Underwriter—None. 


Harlan-Franklin Oil Corp., Jersey City, N. J. 
March 1 (letter of notification) 297,000 shares of com- 
mon stock (par 10 cents). Price—$l per share. Pro- 
ceeds—For expenses incident to acquisition of property 
and related activities with respect to oil business. Office 
—15 Exchange Place. Jersey City, N. J. Underwriter— 


Luster Securities Co., 26 Journal Square, Jersey City. 
New Jersey. 


% Howell Mining Co., Sait Lake City, Utah 

March 10 (letter of notification) 1,200,000 shares of com- 
mon stock (par five cents). Price—15 cents per share. 
Proceeds—For mining expenses. Office—816 Newhouse 
Building, Salt Lake City, Utah. Underwriter—None. 


% Incorporated Investors, Boston, Mass. 
March 17 filed 1,500,000 shares of capital stock. Price— 
At market. Proceeds—For investment. 

israel (State of) 
Feb. 24 filed $350,000,000 of development bonds to be 
offered in two types, viz: 15-year 4% dollar coupon 
bonds and 10-year dollar savings (capital appreciation) 
bonds. Price—100% of principal amount. Proceeds—For 
investment in The State of Israel for agriculture, indus- 
try and power, transportation and communication, and 
low cost housing; and for general reserve. Underwriter 
—American Financial & Development Corp. for Israel, 
New York. Statement effective March 10. 


Laclede Gas Co., St. Louis, Mo. (3/24) 

Feb. 26 filed $10,000,000 sinking fund debentures due 
1974. Proceeds—For repayment of bank loans and for 
construction costs. Underwriter—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Lehman Brothers; The First Boston Corp.; 
Blair, Rollins & Co. Inc.; Stone & Webster Securities 
Corp. Bids—Tentatively scheduled to be received up to 
11 a.m. (EST) on March 24 at Bankers Trust Co., 46 
Wall Street, New York, N. Y. 


Landa Oil Co., Dallas, Texas 

Feb. 26 (letter of notification) $100,000 of 10-year 6% 
sinking fund bonds, series B, dated April 1, 1954 and due 
March 31, 1964 (callable at 103% and accrued interest). 
Price—At face amount (in denominations of $100, $500 
and $1,000 each). Proceeds—For working capital. Office 
—5738 North Central Expressway, Landa Building, Dal- 
las, Texas. Underwriter — Lynch, Allen & Co., Inc., 
Landa Building, Dallas, Texas. 


® Light Metals Refining Corp., New York (4/1) 
Feb. 15 filed 1,250,000 shares of common stock (par $1). 
Price — $4 per share. Proceeds— For construction and 
equipment of control plant, and main plant, working 
capital, advance royalties and reserves. Business — To 
refine beryllium ore and market the products. Under- 
writer—Philip Gordon & Co., Inc., New York. 


Los Angeles Drug Co. 
Jan. 28 filed $178,000 of 15-year 5% sinking fund de- 
bentures, due Oct. 1, 1966, and 50,000 shares of capital 
stock (no par), the latter to be first offered for sub- 
scription by stockholders. Price—For debentures, at par; 
and for stock, $10 per share. Proceeds—To finance ex- 
panded merchandise inventory and operating equip- 


ment (new building), and for working capital. Under- 
writer—None. 


Louisiana Power & Light Co. (3/23) 

Feb. 25 filed 70,000 shares of cumulative preferred stock 
(par $100). Proceeds—For construction program. Un- 
derwriters—To be determined by competitive bidding. 
Probable bidders: Blyth & Co., Inc.; W. C. Langley & 
Co. and The First Boston Corp. (jointly); Lehman 
Brothers; Kuhn, Loeb & Co.; Union Securities Corp.; 
Equitable Securities Corp.; Kidder, Peabody & Co. and 
Merrill Lynch, Pierce, Fenner & Beane (jointly). Bids 
—To be received up to noon (EST) on March 23, 1954, 
at 2 Rector St., New York 6, N. Y. 


® Magnolia Park, Inc. (3/24) 

Jan. 29 filed $2,500,000 of 6% subordinated convertible 
debentures due 1969 and 250,000 shares of common stock 
(par 10 cents) to be offered in units of $100 of deben- 
tures and 10 shares of stock. Price—$101 per unit. Pro- 
ceeds—For construction of racing plant and for ex- 
penses incident to racing activities. Underwriters—Gear- 
hart & Otis, Inc. and Hunter Securities Corp., both of 
New York; and T. J. Feibleman & Co., New Orleans, La. 


Mallinckrodt Chemical Works (3/24) 
March 1 filed 75,000 shares of class A common stock 
par $10). Price—To be supplied by amendment. Pro- 
ceeds—For expansion. Underwriter—Newhard, Cook 
& Co., St. Louis, Mo. 


* Market Basket, Los Angeles, Calif. (4/5) 

March 15 filed 28,830 shares of common stock (par 50 
cents) to be offered for subscription by stockholders on 
a one-for-ten basis. Price To be supplied by amend- 
ment. Proceeds—For improvements and working capital. 
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Underwriters—Bateman, Eichler & Co., The First Cali- 


fornia Co., Inc., and William R. Staats & Co., all of Los 
Angeles, Calif. 


® McBride Oil & Gas Corp., San Antonio, Texas 
Jan. 26 filed 2,000,000 shares of common stock (par 10 
cents). Price—$2 per share. Proceeds—To repay notes 
for exploration and drilling expenses and additions to 
properties, and for worikng capital. Underwriter—Con- 
tinental Securities Corp., Houston, Texas. 


Merchants Acceptance Corp., N. Y. (3/23) 
March 1 filed $1,300,000 12-year sinking fund subordina- 
ted debentures due March 1, 1966. Price—100% of prin- 
cipal amount. Proceeds—To pay $306,000 of outstanding 
subordinated debt and for other corporate purposes, Un- 
derwriter—G. H. Walker & Co., New York. 


Merritt-Chapman & Scott Corp., New York 
Dec. 31 filed 513,594 shares of common stock (par $12.50) 
being offered in exchange for 1,078,546.25 shares of 
authorized and issued common stock (par $1) of Newport 
Steel Corp. at rate of one share of Merritt-Chapman 
stock for each 2.1 shares of Newport stock. Offer will 
expire on March 27. Underwriter—None. 


Mississippi Chemical Corp., Yazoo City, Miss. 
Jan. 5 filed 26,666 shares of special common stock (par 
$75—limited dividend) and $1,500,000 of certificates of 
participation (to be sold in multiples of $75—5% inter- 
est). Proceeds—From sale of these securities, together 
with bank borrowings, are to be used for expansion of 
facilities. Underwriter—None. Sales will be handled by 
company employees. Offering—Expected during March. 


Missouri Public Service Co. 

Jan. 14 filed 527,865 shares of common stock (no par) to 
be offered for subscription by common stockholders on 
a share-for-share basis (with a 13-day standby). Price 
—To be supplied by amendment. Proceeds—Together 
with other funds, to acquire capital stock of Gas Service 
Co. (a subsidiary of Cities Service Co.). Underwriter— 
Kidder, Peabody & Co., New York. On Feb. 25, the 
sale of Gas Service Co. was called off by Cities Service 
Co., Missouri Public Service Co, plans to submit another 
bid for Gas Service stock. 


Monterey Oi! Co., Los Angeles, Calif. 

Feb. 2 filed 257,338 shares of common stock (par $1). 
Price—At the market price then prevailing on the New 
York Stock Exchange, or through special offerings or 
secondary distributions. Proceeds—To Lehman Borthers 
(400 shares); partners of Lehman Brothers and members 
of their immediate families (150,458); and The Lehman 
Corp. (106,480). Underwriter—None. No general offer 
planned. 


Mountain States Telephone & Telegraph Co. 
(3/26) 

March 5 filed 487,248 shares of capital stock to be of- 
fered to stockholders of record March 26 on the basis of 
one new share for each four shares held; rights to expire 
on April 30. About 87% of the presently outstanding 
stock is owned by American Telephone & Telegraph Co. 
Price—At par ($100 per share). Proceeds—To repay 
advances from parent company and for new construction. 
Underwriter—None. 


% Mutual Shares Corp., New York 
March 11 filed 101,635 shares of common stock. Price— 
At market. Proceeds—For investment. 


% Natick Industries, Inc., Natick, Mass. 
March 10 (letter of notification) 58,800 shares of com- 
mon stock (par $1). Price—$5 per share. Proceeds—For 
working capital, etc. Underwriter—J. P. Marto & Co., 
Boston, Mass. 

National Fuel Gas Co. (4/12) 
March 9 filed $15,000,000 sinking fund debentures due 
1979. Proceeds — To purchase certain shares of sub- 
sidiaries, who will use the proceeds to repay bank loans 
incurred for construction. Underwriters—For any de- 
dentures to be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; The First Boston 
Corp.; Kuhn, Loeb & Co. and Wertheim & Co. (jointly); 
White, Weld & Co.; Harriman Ripley & Co. Inc. Bids— 
Tentatively expected to be received up to 11 a.m. (EST) 
on April 12 at 11 Broad St., New York, N. Y. 

National Union Fire Insurance Co. (3/22) 
Feb. 26 filed 200,000 shares of capital stock (par $5) to 
be offered for subscription by stockholders of record 
March 19 on the basis of one new share for each two 
shares held; rights to expire on April 19. Price—$30 per 
share. Proceeds—To be added initially to the company’s 
general funds to be invested in securities which are 
qualified as legal investments. Underwriter—The First 
Boston Corp., New York. 


New Bristol Oils, Ltd., Toronto, Ont., Canada 
Dec. 18 filed 1,000,000 shares of common stock (par $1). 
Price—To be related to the bid price of the shares on 
the Toronto Stock Exchange, with a 20% underwriting 
commission. Proceeds—For general corporate purposes, 
Underwriter—To be named by amendment. 


New England Gas & Electric Association 
Dec. 10 filed 32,126 common shares of beneficial interest 
(par $8) being offered in exchange for common stock 
of New Bedford Gas & Edison Light Co. held by minor- 
ity stockholders on the basis of 434 New England shares 
for each New Bedford share held. The offer will expire 
on April 24. Financial Advisor—The First Boston Corp., 
New York. 
*% New Haven Board & Carton Co. 
March 9 (letter of notification) a maximum of 1,000 
shares of common stock (par $12.50). Priee—At market 
(estimated at $47.40 per share). Proceeds—To Joseph S. 
Miller, President and a director. Underwriter—F. Eber- 
stadt & Co., Inc., New York. 
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New Yorker Magazine, Inc. 
Feb. 23 (letter of notification) 2,400 shares of commen 
stock (par $1). Price-$20.25 per share. Proceeds—To a 
selling stockholder. Underwriter — Silberberg & Co., 
New York. 


North American Uranium & Oil Corp., N. Y. (4/5) 
March 1 filed 750,000 shares of common stock (par 10 
cents). Price—$2 per share. Proceeds—For capital ex- 
penditures, including payment of balance due on cer- 
tain claims and properties. Underwriter—Israel & Co., 
New York. 


North Shore Music Theater, Inc., Boston, Mass. 
Feb. 3 (letter of notification) $80,000 of 5% notes due 
Feb. 1, 1974, and 2,000 shares of common stock (par 
$10) to be sold in units of $400 principal amount of 
notes and 10 shares of stock. Price—$500 per unit. Pro- 
ceeds—For actors’ equity bond, royalties, land, construc- 
tion of theater and related expenses. Office—60 State 
St., Boston, Mass. Underwriter—H. C. Wainwright & 
Co., Boston, Mass. 

%& Northern States Power Co. (Minn.) (4/14) 
March 16 filed 1,219,856 shares of common stock (par 
$5) to be offered for subscription by common stock- 
holders on the basis of one new share for each 10 
shares held (with an oversubscription privilege). Price 
—To be supplied by amendment. Proceeds—-To repay 
bank loans and for construction program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Lehman Brothers and Riter & Co. (jointly); 
The First Boston Corp., Kuhn, Loeb & Co. and Blyth & 
Co., Inc. (jointly); Smith, Barney & Co.; White, Weld 
& Co. and Glore, Forgan & Co. (jointly). Bids—Ten- 
tatively expected to be received on April 14. 

% Northern States Power Co. (Minn.) (4 20) 
March 16 filed 150,000 shares of cumulative preferred 
stock (par $100). Proceeds—To repay bank loans and 
for new construction. Underwriter—To be determined 
by competitive bidding. Probable bidders: Lehman 
Brothers and Riter & Co. (jointly); Smith, Barney & Co. 
Bids—Tentatively expected to be received on April 20. 


%& Ohio Power Co. (4/14) 
March 12 filed $20,000,000 of first mortgage bonds due 
1984. Proceeds—To repay bank loans and for new con- 
struction. Underwriters — To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; The First Boston Corp.; Blyth & Co., Inc,; 
Kuhn, Loeb & Co., A. C. Allyn & Co., Inc. and Coffin 
& Burr, Inc. (jointly); Union Securities Corp. and Salo- 
taon Bros. & Hutzler (jointly): Harriman Ripley & Co. 
Inc. and Stone & Webster Securities Corp. (jointly). 
Bids—-Tentatively expected to be received up to 11 a.m. 
(EST) on April 14. 
& Ghio Power Co. (4 14) 
March 12 filed 50,000 shares of cumulative preferred 
stock (par $100). Proceeds—To repay bank loans and 
for new construction. Underwriters—To be determined 
by competitive bidding. Probable bidders: Lehman Bro- 
thers: Kuhn, Loeb & Co., A. C. Allyn & Co. Inc., and 
Coffin & Burr, Inc. (jointly): Blyth & Co.. Inc.: Union 
Securities Corp. and Salomon Bros. & Hutzler (jointly); 
The First Boston Corp.; Harriman Ripley & Co., Inc. and 
Stone & Webster Securities Corp. (jointly). Bids—Ten- 
tatively expected to be reccived up to 11 a.m. (EST) on 
April 14. 
& Onego Corp., Uniontown, Pa. 
March 12 (letter of notification) 300,000 shares of com- 
mon stock. Price—At par ($1 per share). Proceeds— 
To repay loan and to develop oil and gas properties. Of- 
ftice—52 East Main Street, Uniontown, Pa. Underwriter 
—Langley-Howard, Inc., Pittsburgh, Pa. 
*® Pacific Power & Light Co. (3/29) 
Feb. 25 filed $8,000,000 tirst mortgage ponds due 1984. 
Proceeds—-For construction program and to repay bank 
loans. Underwriters—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.: 
Kuhn, Loeb & Co.; Blyth & Co., Inc. and White, Weld 
& Co. (jointly); Kidder, Peabody & Co.; Union Secu- 
rities Corp.: Bear Stearns & Co., Lehman Brothers and 
Salomon Bros. & Hutzler (jointly). Bids—To be re- 
ceived up to noon (EST) March 29 in Room 2033, Two 
Rector St., New York, N. Y. 
Pennsylvania Gas Co. (3/19) 
Feb. 25 (letter of notification) 17,526 shares of capital 
stock (no par) to be offered for subscription by minor- 
ity stockholders of record March 19 on basis of one new 
share for each 12% shares held; rights to expire on 
April 26. National Fuel Gas Co., majority stockholder, 
will subscribe for an additional 28,554 shares. Price— 
$15 per share. Proceeds—For acquisition and working 
capital. Office—-Warren, Pa. Underwriter—None. 
* Pennsylvania Power & Light Co. (4/5) 
March 12 filed 704,917 shares of common stock (no par) 
to be offered fcr subscription by common stockholdevs 
of record April 2 at the rate of one new share for each 
seven shares held; rights to expire on April 19. Price— 
To be supplied by amendment. Proceeds—To repay bank 
joans and for new construction. Underwriters—The First 
— Corp., New York, and Drexel & Co., Philadelphia, 
a. 
® Pioneer Finance Co., Detroit, Mich. (3/19) 
March 4 (letter of notification) 135,160 shares of com- 
mon stock (par $1). Price—$2 per share. Proceeds—For 
working capital. Office—1400 National Bank Building 
Detroit, Mich. Underwriters—Watling, Lerchen & Co., 
Detroit, Mich., and Mullaney, Wells & Co.. Chicago, II. 
*% Platora Uranium Corp., Denver, Colo. 
March 9 (letter of notification) 3,000,000 suares of com- 


mon stock. Pric At par (10 cents ner share). Proceeds 


—For mining operations. Office—407 University Buitd- 
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ing, Denver, Colo. Underwriter—E. I. Shelley Co., Den- 
ver, Colo. 


* Price (T. Rowe) Growth Stock Fund, Inc. 
March 16 filed 25,000 shares of capital stock. Price—At 
market. Proceeds—For investment. 


* Public Service Co. of New Mexico 

March 17 filed 138.551 shares of commen stock (par $5) 
to be offered for subscription by common stockholders 
of record April 1 at the rate of one new sbare for each 
10 shares held. Price—To be supplied by amendment. 
Proceeds — For construction program. Underwriter — 
Allen & Co., New York. 


Rochester Gas & Electric Corp. (3/25) 
March 5 filed 50,000 shares of preferred stock, series J 
(par $100). Price—-To be supplied by amendment. Pro- 
ceeds—To repay bank loans incurred for construction. 
Underwriter—The First Beston Corp., New York. 


% Safeway Stores, Inc., Oakland, Calif. 
March 17 filed 268,740 shares of cumulative convertible 
preferred stock (par $100) to be offered for subscription 
by common stockholders at rate of one preferred share 
for each 13 shares of common stock held. Price—To be 
supplied by amendment. Proceeds—To repay bank loans 
and for working capital, Underwriter—Merrill Lynch, 
Pierce, Fenner & Beane, New York. 
® San Diego Gas & Electric Co. (3/30) 
March 3 filed $17,000,000 first mortgage bonds, series E, 
cue 1984. Proceeds—To repay bank loans and for new 
construction. Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co.; Blyth & Co., Inc.; The First Boston Corp.; Kuhn, 
Loeb & Co.; Salomon Bros. & Hutzler; White, Weld & 
Co., and Shields & Co. (jointly); Lehman Brothers; 
Union Securities Corp.; Merrill Lynch, Pierce, Fenner 
& Beane. Bids—Expected to be received up to 8:30 a.m. 
(PST) on March 30 at 111 Sutter Street, San Francisco 4, 
California. 

San Juan Horse Racing Association 
Feb. 26 (letter of notification) 50,000 shares of common 
stock. Price —$1 per share. Proceeds — To construct 
track and for working capital. Office—1040 Main 
Avenue, Durango, Colo. Underwriter— Matthew W. 
Thomas. 
*% Saxon Mining Co., Coeur d’Alene, idaho 
March 9 (letter of notification) 200,000 shares of com- 
mon stock (par 10 cents). Price — 25 cents per share. 
Proceeds—-For mining expenses. Office—Powell Build- 
ing, Coeur d’Alene, Idaho. Underwriter — Clarence 
Donald Nelson, Spokane, Wash. 


Scurry-Rainbow Oil Ltd., Calgary, Alta., Canada 

Feb. 15 filed 4,700,416 shares of capital stock (par 50 
cents) being offered in exchange for the 2,670,000 shares 
of Scurry Oils Ltd. stock on a share-for-share basis, and 
in exchange for the 534,320 shares of Rainbow Oil Ltd. 
stock on a basis of 3.8 shares of Scurry-Rainbow stock 
for each Rainbow Oil share. The offer expires April 5, 
Underwriter—None. 
® Sheraton Corp. of America, Boston, Mass. 
Feb. 18 filed $3,273,800 of 6% debentures due April 1, 
1979 (with warrants to purchase shares of common stock, 
par 50 cents) being offered for subscription by stock- 
holders of record March 11 on the basis of $100 of 
debentures (with stock purchase warrants) for each 
100 shares of common stock held; rights to expire March 
29. Price — At par. Proceeds — Principally to reduce 
short-term bank loans. Underwriters — Paine, Webber, 
Jackson & Curtis, Boston, Mass.; and Hamlin & Lunt, 
Buffalo, N. Y. 

Shield Chemical Corp. 

March 1 (letter of notification) 200,000 shares of com- 
mon stock (par 10 cents). Price—$1.50 per share. Pro- 


ceeds — For expansion, research and development ex- 
penses and working capital. Office — 251 Grove Ave., 
Verona, N. J. Underwriter — Daggett Securities, Inc., 


Newark, N. J. 


* Shoreland Freezers, Inc., Salisbury, Md. 
March 9 (letter of notification) $125,000 of 6% convert- 
ible debentures to be offered first to stockholders and 
then to general public. Price—At par. Proceeds—For 
construction of warehouse and working capital. Office— 
1100 S. Division St., Salisbury, Md. Underwriter—None. 

ee Loan Co., Inc., Pittsfield, Mass. 

) 

March 5 filed 58,916 shares of 7% cumulative convert- 
ible preferred stock (par $11) to be offered in exchange 
for outstanding participating preferred stock held at 
close of business March 25 on basis of two new shares of 
7% stock for each old participating preferred share held. 
Subject to prior right of exchange, 47,806 shares of the 
new preferred are to be purchased by the below named 
underwriters and reoffered to public. Price—$11.50 per 
share. Proceeds—To retire participating preferred stock. 
Underwriters — Simon, Strauss & Himme, New York; 
William N. Pope, Inc., Syracuse, N. Y.: and Chace, 
Whiteside, West & Winslow, Inc., Boston, Mass. Change 
in Name — Company was formerly known as Federal 
Loan Co. of Pittsfield, Inc. 
® Signature Loan Co., Inc. (3/25) 
March 5 filed 29,458 shares of convertible preferred 
stock (par $11) and 29,458 shares of class A common 
stock (par $1) to be offered to holders of participating 
preferred stock in units of one share of each class of 
stock on the basis of one unit for each participating pre- 
ferred share held as of record March 25. Company was 
formerly Federal Loan Co. of Pittsfield, Inc. Price— 
$15 per unit to stockholders and $15.50 per unit to 
public. Proceeds — For expansion and working cap- 
ital. Underwriters — Simon, Strauss & Himme and A. 
M. Kidder & Co., both of New York: William N. Pope, 
Inc.; Syracuse, N. Y.; Chace, Whiteside, West & Winslow, 
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Inc. and Draper, Sears & Co., both of Boston, Mass.; 
and Chilson, Newbery & Co., Kingston, N. Y. . 


Somerset Telephone Co. 
Feb. 25 (letter of notification) 5,600 shares of preferred 
stock. Price— At par ($5 per share). Preceeds —To 
establish three dial exchanges. Office—Norridgewock, 
Maine. Underwriters—E. H. Stanley & Co. and Clifford 
J. Murphy Co., of Waterville, Maine. 


% Southern Central Life Insurance Co., 

Fort Worth, Texas 
March 10 (letter of notification 5,000 shares of common 
stock (par $5). Price—$22 per share. Proceeds—For 
organization expenses, capital investment and working 
capital. Office—c/o H. J. Low, Continental Life Build- 
ing, Fort Worth, Texas. Underwriter—None. 


Southern Indiana Gas & Electric Co. (3/25) 
March 5 filed 114,166 shares of common stock (no par) 
to be offered for subscription by common stockholders 
of record March 24 on the basis of one new share for 
each seven shares held; rights to expire on April 8. 
Price—To be fixed by company on March 23. Proceeds 
—To repay bank loans and for new construction. Un- 
derwriter—Smith, Barney & Co., New York. 


Southern Indiana Gas & Electric Co. (4/13) 
March 5 filed $8,000,000 first mortgage bonds due April 
1, 1984. Proceeds—To repay bank loans and for con- 
struction program. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Smith, Barney & Co.; Kidder, Peabody & 
Co.; Carl M. Loeb, Rhoades & Co.; Salomon Bros. & 
Hutzler; The First Boston Corp.; Equitable Securities 
Corp.; White, Weld & Co. and Shields & Co. (jointly); 
Blair, Rollins & Co. Inc. Bids—To be received up to 
11 a.m. (EST) on April 13 at office of Commercial Serv- 
ices, Inc., 20 Pine Street, New York, N. Y. 


Spa-King Mount Clemens Water Products Corp. 
(3/22) 
March 1 (letter of notification) 299,000 shares of com- 
mon stock (par 10 cents). Priee—$l1 per share. Proceeds 
—For working capital, etc. Office—34-24 Vernon Blvd., 
Long Island City 1, N. Y. Underwriter—Teden & Co., 
Inc., New York. 


Spokane Seed Co., Spokane, Wash. 
March 8 filed $600,000 of 5% convertible debentures due 
June 15, 1964, to be sold to pea growers located in East- 
ern Washington and Northern Idaho. Price—100% of 
principal amount. Proceeds—To improve facilities and 
for working capital. Underwriter—None. 
*% Standard Uranium Corp., Moab, Utah (4/6) 
March 15 filed 1,430,000 shares of common stock (par 
one cent). Price—$1.25 per share. Proceeds—To exercise 
options on claims, and for general corporate purposes. 
Underwriters—Gearhart & Otis, Inc., New York, and 
Crerie & Co., Houston, Tex. 


Strevell-Paterson Finance Corp. 

Feb. 19 filed 640,000 shares of common stock (par 50 
cents) to be offered in exchange for the $300,000 par 
value of authorized, issued and outstanding capital 
stock of Strevell-Paterson Finance Co. on the basis (a) 
of 13 shares of Corporation stock for each of the 5,000 
shares of 5% cumulative preferred stock (par $10) of 
the Company and (b) 23 shares of Corporation stock 
for each of the 25,000 shares of $10 par common stock 
of the company. Underwriter—None. Office—Salt Lake 
City, Utah. 


® Stromberg-Carison Co. ; 
Feb. 24 filed 72,025 shares of 44%% cumul. convertible 
preferred stock (par $50) being offered to common stock- 
holders of record March 15 on the basis of one new share 
for each seven shares held; rights to expire on March 31. 
Price—$50 per share. Preceeds—To repay $1,100,000 
bank loans and for general corporate purposes. Under- 
writer—The First Boston Corp., New York 


% Technical Charts, Inc. 

March 8 (letter of notification) not more than $50,000 
of class B capital stock to be offered to employees dur- 
ing 1954. Proceeds—For working capital. Office-—-189 
Van Rennselaer Street, Buffalo 10, N. Y. Underwriter— 
None. 


*% Tennessee Gas Transmission Co. (3/30) 

March 11 filed 100,000 shares of cumulative preferred 
stock (par $100). Price—To be supplied by amendment. 
Proceeds—To reduce bank loans. Underwriters—Stone 
& Webster Securities Corp. and White, Weld & Co., both 
of New York. 


Texas Co., New York 
Feb. 25 filed $11,500,000 participations in company’s 
“Employees Savings Plan” and 178,295 shares of capital 
stock (par $25) to be offered for subscription pursuant 
thereto. 


Texas Eastern Transmission Corp. (3/24) 
March 4 filed $17,000,000 of debentures due March 1, 
1974. Price—To be supplied by amendment. Proceeds— 
To revay bank leans and for new construction. Under- 
writer—Dillon, Read & Co. Inc., New York. P 


*% Texas Utilities Co. (4/13) ° 
March 15 filed 250,000 shares of common stock (no par). 
Proceeds—For investment in subsidiaries. Underwriters 
—To be determined by competitive bidding. Probable 
bidders: Kidder, Peabody & Co., Merrill Lynch, Pierce, 
Fenner & Beane and Union Securities Corp. (jointly); 
Lehman Brothers and Bear, Stearns & Co. (jointly); The 
First Boston Corp. and Blyth & Co., Inc. (jointly). Bids 
—Expected to be received up to 11 a.m. (EST) on April 
13, 1954. 
Textron incorporated, Providence, R. 1. 

Feb. 8 filed 195,668.4 shares of 4% preferred stock, series 
B (par $100) and 489,171 shares of common stock (par 
50 cents) to be offered to holders of the 978,342 shares 
of common stock of American Woolen Co. on the basis of 
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one-fifth of a share of preferred and one-half share of 
commienrr-stock plus $5 in cash for each American Woolen 
common share. The offer will expire March 22, unless 
extended. Dealer-Manager — Blair, Rollins & Co. Inc., 
New York. ; 


% Tikada Holding Co., Miami, Fla. 

March 4 (letter of notification) 1.000 shares of common 
stock (no par). Price — $100 per share. Proceeds—-To 
three selling stockholders. Officee—-Dade-Commonwealth 
Bidg., Miami, Fla. Underwriter—None. 


Trans Caribbean Airways, Inc. 
March 4 (letter of notification) 20,000 shares of class A 
common stock (par 10 cents). Price-—-At market (about 
$2.25 per share). Proceeds—-To O. Roy Chalk, President, 
who is the selling stockholder. Underwriter — B. G. 
Phillips & Co., New York. 


Union Uranium Co., Denver, Colo. 

Feb. 16 (letter of notification) 29,910,000 shares of com- 
mon stock, purchasers of the first 9,970,000 shares to be 
given the option to purchase two additional shares 
for each share purchased. Price—At par (one cent per 
share). Proceeds—For mining expenses. Office—230 
E. 19th Avenue, Denver, Colo. Underwriter—J. W. Hicks 
& Co., Denver, Colo. 


_ «© Utah Power & Light Co. (3/23) 
Feb. 16 filed 200,000 shares of common stock (no par). 
Proceeds—To. repay bank loans and for construction 
program. Undéerwriter—To be determined by competi- 
tive bidding. Probable bidders: Blyth & Co., Inc.; Kidder, 
Peabody & Co. and Merrill Lynch, Pierce, Fenner & 
Beane (jointly); Lehman Brothers; The First Boston 
Corp.; Union Securities Corp. and Smith, Barney & Co. 
jointly). Bids—Tentatively expected to be received up 
to 11 a.m. (EST) on March 23, at Room 2033, Two Rector 
St., New York, N. Y. 

Utah Power & Light Co. (5/19) 
Feb. 16 filed $15,000,000 of first mortgage bonds due 
1984. Proceeds—To repay bank loans and for new con- 
struction. Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; White, Weld & Co. and Stone & Webster Se- 
curities Corp. (jointly); Union Securities Corp. and 
Smith, Barney & Co (jointly); Lehman Brothers and 
Bear, Stearns & Co. (jointly); The First Boston Corp. 
and Blyth & Co., Inc. (jointly); Kidder, Peabody & Co.; 
Salomon Bros. & Hutzler. Bids—Tentatively expected 
tto be received up to noon (EDT) on May 19, at Room 
2033, Two Rector St., New York, N. Y, 
%* Utah-Wyoming Atomic Corp., 

Sait Lake City, Utah 

March 10 (letter of notification) 1,200,000 shares of com- 
enon stock (par 10 cents). Price—25 cents per share. Pro- 
eceeds—To purchase, explore and develop claims. Office 
—Judge Building, Salt Lake City, Utah. Underwriter — 
Securities National Corp., Newark, N. J. 
% Vanadium Corp. of America 
March 8 (letter of notification) 1,004 shares of capital 
stock (no par) to be issued upon exercise of option by 
eight employees. Price—$31.24 per share. Proeeeds— 
For general corporate purposes. Office—420 Lexington 
Avenue, New York 17, N. Y. Underwriter—None. 

West Coast Pipe Line Co., Dallas, Tex. 
WNov. 20, 1952 filed $29,000,000 12-year 6% debentures 
aiue Dec. 15, 1964, and 580,000 shares of common stock 
“par 50 cents) to be offered in units of one $50 deben- 
ture and one share of stock. Price—To be supplied by 
amendment. Proceeds—From sale of units and 1,125,000 
additional shares of common stock and private sales of 
$55,000,000 first mortgage bonds to be used to build a 
1,030 mile crude oil pipeline. Underwriters — White, 
Weld & Co. and Union Securities Corp., both of New 
York. Offering—Postponed indefinitely. 


West Coast Pipe Line Co., Dallas, Tex. 

ENov. 20, 1952 filed 1,125,000 shares of common stock (par 
50 cents). Price—To be supplied by amendment. Pro- 
«<eeds—Together with other funds, to be used to build 
pipeline. Underwriters—White, Weld & Co. and Union 
Securities Corp., both of New York. Offering—Post- 
poned indefinitely. 

% West Texas Utilities Co. 

March 15 filed 60,000 shares of cumulative preferred 
sstock (par $100), of which 47,370 shares are to be first 
«offered in exchange for outstanding $6 cumulative pre- 
ferred stock on a share-for-share basis. Proceeds—To 
redeem $6 preferred stock and to finance new construc- 
tion. Underwriters—To be determined by competitive 
Hidding. Probable bidders: The First Boston Corp.; Mer- 
rill Lynch, Pierce, Fenner & Beane; Blyth & Co., Inc; 
Harriman Ripley & Co. Inc.; Union Securities Corp.; 
Lehman Brothers: Stone & Webster Securities Corp. 

*% Western Kentucky Gas Co., Owensboro, Ky. 
March 17 filed 125,000 shares of common stock (par $5), 
«<f which 50.000 shares are for the account of the com- 
pany and 75,000 shares for the account of selling stock- 
holders. Price—To be supplied by amendment. Proceeds 
—To pay outstanding loans and for new construction. 
Wnderwriters — Equitable Securities Corp., Nashville, 
“Tenn., and J. J. B. Hilliard & Son, Louisville, Ky. 

Westinghouse Electric Corp., Pittsburgh, Pa. 

March 2 filed 483,190 shares of common stock (par 
3312.50) to be offered under restricted stock option plan 
‘to certain officers and other executive employees of 
ecrompany and its subsidiaries: and 200,000 shares of said 
sstock to be offered under employees’ stock plan to em- 
yoloyees of company ard six subsidiaries. 

* Whiripoot Corp., St. Joseph, Mich. 

March 8 (letter of notification) 31,000 shares of common 
stock (par $5) to be offered for subscription by em- 
mloyees and officers of company. Price—85% of the 
tair market value. Proceeds—For working capital. Of- 


fice—304 N. State Street, St. Joseph, Mich. -Under- 
writer—None. eel Be 


@ Winn & Lovett Gocery Co. (3/30-31 
March 10 filed $10,000,000 sinking fund debentures to 
mature April 1, 1974. Price—To be supplied by amend- 
ment. Proceeds — To retire $4,400,000 of outstanding 
funded debt and for general corporate purposes. Under- 
ae — Merrill Lynch, Pierce, Fenner & Beane, New 
ork. 
® Wisconsin Public Service Corp. 
Feb. 19 filed 316,867 shares of common stock (par $10) 
being offered for subscription by common stockholders 
of record March 12 on the basis of one new share tor 
each seven shares held; rights to expire on March 30. 
Up to not exceeding 10,000 shares of unsubscribed 
shares to be offered first to employees. Price—$18.40 
per share. Proceeds—For construction program. Under- 
writers — The First Boston Corp. and Merrill Lynch, 
Pierce, Fenner & Beane, both of New York; Robert W. 
Baird & Co., Inc., Milwaukee, Wis.; and William Blair 
& Co., Chicago, Ill. 


Prospective Offerings 


Alabama Gas Corp. 
March 1 it was announced stockholders will vote April 
20 on approving an increase in the authorized common 
stock (par $2) from 1,000,000 to 2,000,000 shares. South- 
ern Natural Gas Co., parent, owns about 99% of the 
presently outstanding common stock. There are no plans 
for immediate financing. Underwriter—None, 
*% American Natural Gas Co. 
March 11 it was announced stockholders will vote April 
28 on increasing the authorized common stock from 
4,000,000 to 5,000,000 shares to enable the company to sell 
additional shares when necessary. Offering will prob- 
ably be made to present stockholders: Proceeds—To sub- 
sidiaries for their construction programs. Underwriter— 
None. 

Arkansas Louisiana Gas Co. 
Feb. 22 it was reported Cities Service Co. may sell its 
holdings of 1,900,000 shares of this company’s stock. If 
sold at competitive bidding, bidders may include Smith, 
Barney & Co. and Blyth & Co., Inc. (jointly). 


Arkansas Power & Light Co. (4/20) 
March 3 it was announced company plans to issue and 
sell 70.000 shares of cumulative preterred stock (par 
$100). Proceeds—For construction program. Underwriters 
——To be determined by competitive bidding. Probable 
bidders: Blyth & Co., Inc.; The First Boston Corp. and 
W. C. Langley & Co. (jointly); Lehman Brothers, 
Equitable Securities Corp. and White, Weld & Co. 
(jointly). Bids—Expected to be received up to 11 a.m. 
(EST) on April 20. Registration—Expecited March 18. 

Arkansas Power & Light Co. 
Feb. 8 it was reported company plans to sell, probably 
in August, an issue of about $7,500,000 first mortgage 
bonds due 1984. Underwriters— To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; The First Boston Corp.; Lehman Brothers, 
Stone & Webster Securities Corp. and White, Weld & 

¥Co. (jointly); Blyth & Co., Inc., Equitable Securities 

Corp. and Central Republic Co. Inc. (jointly); Merrill 
Lynch, Pierce, Fenner & Beane and Union Securities 
Corp. (jointly). 
® Baltimore & Ohio RR. 
One bid was received by the Secretary of Reconstruction 
Finance Corporation, 811 Vermont Ave., N. W., Wash- 
ington 25, D. C., on March 15 for the purchase from the 
RFC of all or any part of $65,000,000 collateral trust 4% 
bonds, series A, due Jan. 1, 1965 of this railroad. This 
bid of 85% and accrued interest made by Bear, Stearns 
& Co. was rejected. 

Boston Edison Co. 
Feb. 15 it was announced company plans to issue and 
sell about $15,000,000 of first mortgage bonds due 1984. 
Proceeds—For construction program. Underwriters—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Leh- 
man Brothers; Kuhn, Loeb & Co. and A. C. Allyn & Co. 
Inc. (jointly); White, Weld & Co.; Harriman Ripley & 
Co. Inc. Offering—Tentatively expected in June. 





EXPERIENCE 


The reputation of Pandick Press, Inc. is backed by more than 
30 years of experience. The founders of the firm still actively 
direct its daily operations and are available to discuss your 


printing requirements at all times. 


EXPERIENCE is one of the reasons “Printed by Pandick”’ 
guarantees the finest and most complete printing service available. 


Pandick Press fac. 


Established 1923 


72 THAMES ST., MEW YORE 6 


7) CLINTON ST., NEWARK, H. J. 
WOrth 42900 MY 13-3167 


MArket 32-4994 











(1257) 45 


Carrier Corp. 
Feb. 28 ‘stockholders -approved ‘a proposal to ircréas 
the authorized common stock (par $10) from 1,600 
shares to 5,000,000 shares and the authorized preferred 
stock (par $50) from 181,855 shares to 800,000 shares 
to provide for further possible financing. Proceeds— 


For expansicn, etc. Underwriters—Harriman Ripl 
Co. Inc. and Hemphill, Noyes & Co. rity dey 


Central Hudson Gas & Electric Corp. 
March 8 it was announced issues of mortgage bonds and 
preferred stock are now under consideration, but def- 
inite plans will depend largely upon developments in 
the securities markets. Construction cash requirements 
are estimated at $17,300,000 for 1954-1955. Company is 
reported to be considering the issuance of about $9,000,- 
000 bonds this fall and $3,500,000 of preferred stock im 
1955. Underwriter—Kidder, Peabody & Co., New York. 


Central Illinois Electric & Gas Co. 

Dec. 9 it was announced company intends to offer and 
sell around the middle of 1954 an issue of $4,000,000 first 
mortgage bonds. Proceeds—To repay bank loans and for 
new construction. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Stone & Webster Securities Corp.; Kidder, 
Peabody & Co. and White, Weld & Co. (jointly). 


Central Maine Power Co. 
Oct. 7 it was reported company plans sale during the 
first quarter of 1954 of $10,000,000 common stock after 
distribution by New England Public Service Co. of its 
holdings of Central Maine Power Co. common stock. 
Probable bidders: Blyth & Co., Inc. and Kidder, Peabody 
& Co. (jointly); Coffin & Burr, Inc.; A. C. Allyn & Co. 
Inc. and Bear, Stearns & Co. (jointly); Harriman Ripley 
& Co., Inc. 

Central Power & Light Co. (4/12-16) 
March 2 company applied to SEC for authority to issue 
and sell $18,000,000 first mortgage bonds, series F, due 
1984. Proceeds—-To refund an issue of $8,000,000 4%4.% 
series E bonds and to repay bank loans and for new 
construction, Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; The First Boston Corp., Eastman, Dillon & Co., 
Goldman, Sachs & Co. and White, Weld & Co. (jointly); 
Merrill Lynch, Pierce, Fenner & Beane and Salomon 
Bros. & Hutzler (jointly); Lehman Brothers; Union Se- 
curities Corp. and Kidder, Peabody & Co. (jointly). Bids 
-—Tentatively expected week of April 12. Registration— 
Scheduled for March 22. 
® Central RR. of New Jersey (3/25) 
March 9 company sought ICC permission to issue and 
sell $1,980,000 equipment trust certificates to be dated 
April 1, 1954 and to mature in 15 annual installments to 
April 1, 1969. Probable bidders: Halsey, Stuart & Co. 
Inc.; Salomon Bros. & Hutzler; Kidder, Peabody & Co.; 
Blair, Rollins & Co. Ine. 
% Colonial Fund, Inc. 
March 12 it was reported that, in connection with pro- 
posal to mutualize this Fund, a block of capital stock 
may be offered publicly through Stone & Webster Se- 
curities Corp., New York, and associates. 
*% Colorado Fuel & Iron Corp. (3/24-25) 
March 17 it was announced a secondary offering is ex- 
pected of 100,000 shares of 542% preferred stock, series 
B (par $50). Underwriter—Allen & Co., New York. 

Columbia Gas System, Inc. (4/21) 
March 2 company filed an application with SEC cover- 
ing a proposed offer of $50,000,000 convertible subordi- 
nated debentures due 1964 to common stockholders on 
the basis of $100 of debentures for each 36 shares held 
on or about April 21. Proceeds — For construction pro- 
gram. Underwriter — To be determined by competitive ‘ 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co. Bids—Tentatively scheduled for 
April 21. 

Columbia Gas System, Inc. 
March 5 it was announced that company plans early in 
June to issue and sell $40,000,000 of senior debentures 
and an additional $40,000,000 of senior debentures later 
in 1954. Proceeds—For construction expenses and to re- 
pay a bank loan of $25,000,000. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. 

Connecticut Light & Power Co. 
Dec. 7 it was reported company plans to raise between 
$10,000,000 and $20,000,000 in 1954 from sale of bonds 
and stock. Underwriters—For common stock: Putnam 
& Co.; Chas. W. Scranton & Co., and Estabrook & Co, 
Bonds may be placed privately. 
® Consolidated Natural Gas Co. (5 25) 
Jan. 27 it was reported company nlans to issue and sell 
$25,000,000 of debentures due 1979. Proceeds—To pur- 
chase stock of company’s operating subsidiaries, who in 
turn will apply these proceeds for construction. Under- 
writers — To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, 
Weld & Co. and Paine, Webber, Jackson & Curtis (joint- 
ly); Morgan Stanley & Co. and The First Boston Corn. 
(jointly). Bids—Expected to be received up to 11:30 
a.m. (EDT) on May 25. 
@® Eastern Utilities Associates 
March 8 it was announced company plans the sale not 
later than Oct. 1, 1954 of about $2,000,000 of common 
stock, probably first to stockholders. Proceeds—To re- 
pay bank loan. 


Fidelity Trust of America, Dallas, Tex. 
Dec. 22 it was announced that company plans to in- 
crease its capitalization to $3,000,000, following which 
a registration statement will be filed with the SEC to 
authorize a new offering. There are presently author- 
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ized 35,000 shares of no par value, of which 33,750 shares 
will be outstanding following present offering and sale 
of 30,000 shares of common stock at $10 per share. 
Business—A discount and lending organization. Office— 
Fidelity Bldg., Dallas, Tex. Underwriter—May be Boy- 
len, Kasper & Co., Dallas, Tex. 


First National Bank of Portland (Ore.) | 

Feb. 23 stockholders approved a proposal to issue and 
sell to stockholders of record Feb. 26 a total of 400,000 
additional shares of $12.50 par value capital stock on 
the basis of one new share for each three shares held; 
rights to expire on April 15. Price—$40 per share. Pro- 
ceeds—To increase capital and surplus. Underwriter— 
Unsubscribed shares to be purchased by Transamerica 
Corp. 


First National Bank of Toms River, N. J. (5/14) 
Jan 12 it was announced bank plans to offer for sub- 
scription by its stockholders of record May 1, 1954, an 
additional 3,000 shares of capital stock (par $10) on the 
basis of one new share for each 26 shares held; rights to 
expire on June 16. Price—$50 per share. Proceeds—To 
increase capital and surplus. Underwriter—None. 


Florida Power Corp. 
Feb. 15 it was announced stockholders will vote March 
25 on increasing authorized preferred stock from 250,- 
000 to 500,000 shares and the common stock from 2,500,- 
000 to 5,000,000 shares. Underwriters — Kidder, Peabody 
& Co., and Merrill Lynch, Pierce, Fenner & Beane, both 
of New York. 


Florida Power & Light Co. ; 

Jan. 25 it was reported company may later this year 
issue and sell about $15,000,000 of first mortgage bonds. 
Underwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld 
& Co.; Lehman Brothers; Merrill Lynch, Pierce, Fenner 
& Beane; Glore, Forgan & Co. and Harriman Ripley & 
Co. Inc. (jointly). 


Foote Mineral Co., Philadelphia, Pa. 
Feb. 20 it was announced stockholders will vote April 
22 on increasing the authorized common stock (par $2.50) 
from 500,000 shares to 1,000,000 shares. There are pres- 
ently 276,088 shares outstanding and an additional 43,217 
shares are reserved for conversion of debentures and 
the remaining 180,695 shares are available for the em- 
ployees’ stock bonus plan. The proposed increase in 
capitalization is necessary to provide additional shares 
to finance the continued growth of the company, or if it 
seems advisable for stock dividends or a stock split. Un- 
derwriter—Estabrook & Co., New York and Boston. 
Gas Service Co. (Mo.) 

Feb. 25 Cities Service Co. announced the cancellation of 
its contract to sell the Gas Service Co.’s 1,500,000 shares 
of common stock to Missouri Public Service Co. for $32,- 
000,000. If these shares are again registered with the 
SEC, they may be offered for sale at competitive bidding. 
Probable bidders include: Blyth & Co., Inc. and Kidder, 
Peabody & Co. (jointly); Stone & Webster Securities 
Corp. and Stern Bros. & Co. (jointly); Union Securities 
Corp. Missouri Public Service Co. has indicated it may 
submit another bid. 


® General Public Utilities Corp. (5/17) 

March 8 it was announced company plans to offer about 
606,576 additional shares of common stock (par $5) to 
stockholders on the basis of one new share for each 15 
shares held on or about May 15; rights to expire June 2. 
Price—To be determined just prior to the offering date. 
Proceeds—To be invested in the domestic subsidiaries. 
Underwriter—None, but Merrill Lynch, Pierce, Fenner 
& Beane may act as clearing agent. 


Gulf Insurance Co., Dallas, Texas (4/12) 
Feb. 15, T. R. Mansfield, President, announced that com- 
pany plans to offer to its stockholders of record April 12 
the right to subscribe for 5,000 additional shares of cap- 
ital stock (par $10) on a pro rata basis. Price—Not ex- 
ceeding $55 per share. Proceeds—To increase capital 
and surplus. Underwriters—None. 

Hewitt-Robins, Inc. 
March 3 it was announced stockholders will vote March 
23 on authorizing an issue of 50,000 shares of cumulative 
preferred stock (par $50), of which it is planned to sell 
25,000 shares. Proceeds—To acquire additional prop- 
erties and for working capital. Underwriter—F. Eber- 
stadt & Co., Inc., New York. 

Illinois Central RR. (3/25) 
Bids will be received by the company up to noon (CST) 
on March 25 at Room 301, 135 East 11th Place, Chicago 5, 
Ill., for the purchase from it of $6,300,000 equipment 
trust certificates, series 39, to be dated April 1, 1954 and 
to mature in 30 equal semi-annual installments. Prob- 
able bidders: Halsey, Stuart & Co. Inc.: Salomon Bros. 
> — Blair, Rollins & Co. Inc.; Kidder, Peabody 

Oo. 

Indiana & Michigan Electric Co. 
Jan. 27 it was announced company plans to sell around 
November, 1954, an issue of about $16,500,000 first mort- 
gage bonds due 1984 and 40,000 shares of cumulative 
preferred stock (par $100). Underwriter — To be de- 
termined by competitive bidding. Probable bidders: (1) 
For bonds—Halsey, Stuart & Co. Inc.; Union Securities 
Corp., Goldman, Sachs & Co. and White, Weld & Co. 
(jointly); The First Boston Corp.; Harriman Ripley & 
Co. Inc.; Kuhn, Loeb & Co.; (2) for preferred—The First 
Boston Corp.; Smith, Barney & Co.; Lehman Brothers; 
Union Securities Corp. 


® Inter-Mountain Telephone Co. 

March 10 it was reported company in April, 1954, may 
offer to its common stockholders 142,500 additional shrs. 
of common stock on a 1-for-4 basis, subject to stock- 
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holders’ approval on March 17 of an increase in the 
authorized number of shares. Underwriter—Courts & 
Co., Atlanta, Ga. 


Jersey Central Power & Light Co. 

Dec. 16 it was reported company tentatively plans t 
issue and sell in 1954 about $6,000,000 first mortgage 
bonds due 1984. Proceeds — For construction program 
Underwriters — To be determined by competitive bid- 
ding, Probable bidders: Halsey, Stuart & Co. Inc.; White 
Weld & Co.; Glore, Forgan & Co.; Kidder, Peabody & 
Co.; Union Securities Corp., Salomon Bros. & Hutzler 
and Merrill Lynch, Pierce, Fenner & Beane (jointly). 
The First Boston Corp.: Lehman Brothers. 


Kansas City Power & Light Co. 

March 8 it was announced that company may issue and 
sell later in 1954 $16,000,000 first mortgage bonds. Pro- 
ceeds — To repay bank loans and for new construction. 
Underwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Lehman 
Brothers and Bear, Stearns & Co. (jointly); Kuhn, Loeb 
& Co., Salomon Bros. & Hutzler and Union Securities 
Corp. (jointly); Glore, Forgan & Co.; Blyth & Co., Inc. 
and The First Boston Corp. (jointly); White, Weld & Co. 
and Shields & Co. (jointly); Harriman Ripley & Co., Inc., 
Equitable Securities Corp. Meeting — Stockholders will 
vote April 27 on approving new financing. 


% Kansas-Nebraska Natural Gas Co., Inc. 

March 8 it was reported company plans to raise this 
year about $7,500,000 through sale of bonds and common 
stock. Proceeds—For expansion program. Underwriters 
—For bonds: Central Republic Co., Inc., Chicago. For 
stock: The First Trust Co. of Lincoln, Neb., and Crut- 
tenden & Co., Chicago, III. 


Koppers Co., Pittsburgh, Pa. 
March 3 it was announced stockholders will vote March 
29 on increasing the authorized common stock from 2,- 
000,000 shares (1,867,125 shares outstanding) to 3,000,- 
000 shares. There are no immediate plans to issue any 
of the additional stock. Underwriter—The First Boston 
Corp., New York. 


Long Island Lighting Co. 

March 4 it was announced company plans later this, year 
to issue additional common stock and mortgage bonds 
to finance its construction program, which will require 
about $70,000,000 additional financing. Underwriter— 
For bonds to be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; W. C. Lang- 
ley & Co.; Blyth & Co., Inc. and The First Boston Corp. 
(jointly); Smith, Barney & Co. Underwriters for com- 
mon stock may be Blyth & Co., Inc., The First Boston 
Corp. and W. C. Langley & Co. and associates. 


* Long Island Lighting Co. 

March 11 directors authorized the management to pro- 
ceed with steps to refund the outstanding $20,000,000 of 
5%% preferred stock, series A and series C, when mar- 
ket conditions are deemed satisfactory. Underwriters— 
For new preferred issue: The First Boston Corp., W. C. 
Langley & Co. and Blyth & Co., Inc. 


Louisville & Nashville RR. 

Nov. 12 it was reported that the company may issue and 
sell an issue of bonds late in 1954. Proceeds—To retire 
$24,610,000 Atlanta. Knoxville & Cincinnati Division 4% 
bonds due May 1, 1955, and for general corporate pur- 
poses. Underwriters—May be determined by competitive 
bidding. Probable Lidders: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co.; White, Weld & Co. and Salomon 
Bros. & Hutzler (jointly). 


Metropolitan Edison Co. 

Dec. 16 it was reported company may sell in 1954 about 
$3,500,000 first mortgage bonds due 1984. Proceeds—For 
construction program. Underwriters—To be determined 
by competitive bidding. Probable bidders: Halsey, St 

& Co. Inc.; White, Weld & Co.; Kidder, Peabody & Co 
and Drexel & Co. (jointly); Kuhn, Loeb & Co. and Salo- 
mon Bros. & Hutzler (jointly). 


Missouri Public Service Co. 
Dec. 28 it was announced company plans to issue and 
sell $14,000,000 of common stock and borrow $18,000,000 


from banks in connection with proposed acquisition of. 


1,500,000 shares of common stock of Gas Service Co. of 
Kansas City, Mo., at a total cost of $32,000,000. Follow- 
ing consummation of proposed merger of the two com- 
panies, it is planned to sell $9,000,000 of first mortgage 
bonds, $2,500,000 of debentures and 65,000 shares of 
preferred stock (par $100). Proceeds -— To retire bank 
loans. Underwriter—For common stock (now in regis- 
tration): Kidder, Peabody & Co. 


%* Montana Power Co. (5/5) 

March 15 it was announced company plans to issue and 
sell $18,000,000 of debentures to refund a like amount 
of 434% debentures issued last May; $10,000,000 of first 
mortgage bonds and $6,000,000 of preferred stock to 
raise funds for new construction. Underwriters — For 
bonds to be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Kidder, Pea- 
body & Co., Smith, Barney & Co., Blyth & Co., Inc., and 
Union Securities Corp. (jointly); White, Weld & Co. 
Bids—Tentatively expected to be received on May 5. 


New Jersey Bell Telephone Co. (5/4) 

Feb. 19 the company petitioned the New Jersey P. U. 
Commission for permission to issue and sell in May 
$25,000,000 of first mortgage bonds and $75,000,000 of 
capital stock (the latter to American Telephone & Tele- 
graph Co.). Proceeds—To finance construction. Under- 
writers—To be determined by competitive bicsing- 
Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn, 
Loeb & Co.; Morgan Stanley & Co.; Shields & 
White, Weld & Co.; The First Boston Corp. Bids— 
Tentatively expeeted May 4. 


- 
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New Jersey Power & Light Co. 

Dec. 16 it was reported this company tentatively pla 
issue and sale in 1954 of about $3,000,000 first mortgage 
bonds due 1984. Proceeds—To repay bank loans and fo 
L2w construction. Underwriters—To be determined b 
competitive bidding. Probable bidders: Halsey, Stua 
& Co. Inc.; Kuhn, Loeb & Co. and Lehman Brothe 
(jointly); Equitable Securities Corp.; Union Securitie 
Corp. and White, Weld & Co. (jointly); Merrill Lynch 
Pierce, Fenner & Beane. 


New Orleans Public Service Inc. 

Feb. 8 it was reported company plans to offer for sale 
$6,000,000 of first mortgage bonds due 1984 late th 
year. Underwriters—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Equitable Securities Corp.; Union Securities Corp. and 
Harriman Ripley & Co. Inc. (jointly); Lehman Brothers; 
Kidder, Peabody & Co. and Stone & Webster Securities 
Corp. (jointly); The First Boston Corp.; White, Weld & 
Co. 


New York State Electric & Gas Corp. 
Feb. 3 company sought authority from the New York 
P. S. Commission to sell an issue of $5,000,000 par 
value of preferred stock early this spring. It is also 
planned to issue and sell in the spring $20,000,006 of 
first mortgage bonds. Previous financing was done pri- 
vately. ; 


% Northern Hlinois Gas Co. 
March 12 it was announced directors have authorized a 
public offering, subject to market conditions, of 400,000 
shares of common stock about May 1. Proceeds — For 
construction program. Underwriters—The First Boston 
Corp. and Glore, Forgan & Co., both of New York. 
Northern States Power Co. (Minn.) 
Feb. 8 it was reported company is planning the issuance 
and sale of approximately $20,000,000 of first mortgage 
bonds due 1984 some time this year. Underwriters—To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Lehman Brothers and 
Riter & Co. (jointly); Smith, Barney & Co.; Glore, 
Forgan & Co.; Merrill Lynch, Pierce, Fenner & Beane, 
Kidder, Peabody & Co. and White, Weld & Co. (jointly); 
Equitable Securities Corp. and Union Securities Corp. 
(jointly); Kuhn, Loeb & Co., A. C. Allyn & Co. Inc. and 
Wertheim & Co. (jointly). 


Pennsylvania Glass Sand Corp. 


Feb. 26 it was announced stockholders will vote April 27 | 


on increasing the authorized common stock from 740,000 
shares to 1,000,000 shares. No immediate plans to issue 
any of the additional stock have been announced. Un- 
derwriters—Harriman Ripley & Co. Inc., and Smith, 
Barney & Co., New York. 


Public Service Co. of Colorado 
Oct. 13 it was reported company is planning to float an 
issue of $15,000,000 first mortgage bonds, due 1984, early 
in 1954. 
000 electric generating plant to be constructed in Denver, 
Colo. 
bidding. Probable bidders: Halsey, Stuart & Co. 
Kuhn, Loeb & Co.; The First Boston Corp.; Harris, 
& Co. Inc.; Harriman Ripley & Co., Inc. and Union Se- 
curities Corp. (jointly); Lehman Brothers; Kidder, Pea- 
body & Co.; Blyth & Co., Inc. and Smith, Barney & Coa. 
(jointly). 

Public Service Electric & Gas Co. 
Jan. 27, G. H. Blake, President, announced that a $50,- 
000,000 financing program is expected in the Spring. 
The type of securities to be issued is still undetermined, 
but some form of debt financing is indicated. Under- 
writers—For any bonds will be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Mergan Stanley & Co. and Drexel & Co. (jointly); 
Kuhn, Leeb & Co. and Lehman Brothers (jointly); The 
First Boston Corp. Previous public offering of common 
stock was handled by a group headed by Morgan Stanley 
& Co., Drexel & Co. and Glore, Forgan & Co. 

Riddle Airlines, Inc. 
Jan. 7 it was reported company plans to file a letter of 


Proceeds — For financing, in part, a $17,000,- | 


Underwriters—To be determined by competitive | 


Inc.; | 
Hall | 


notification soon to issue an aggregate value of up to | 


$300,000 of new securities. Underwriter—Eisele & King. 
Libaire, Stout & Co., New York. 

Scott Paper Co. 
Feb. 23 it was announced stockholders will vote April 
27 on increasing the authorized common stock from 5,- 
000,000 to 10,000,000 shares and the authorized indebted- 
ness of the company from $25,000,000 to $50,000,000. The 
company has no specific financing program. Under- 
writers—Previous offering of $24,952,800 3% convertible 
debentures, in September, 1953, was underwritten by 
Drexel & Co., Smith, Barney & Co. and Merrill Lynch, 
Pierce, Fenner & Beane. 

Scudder Fund of Canada, Ltd. 
Jan. 29 it was announced company intends to make an 
initial public offering of its common shares in the United 
States to-realize at least $5,000,000. 

South Carolina Generating Co. 
March 1 it was reported this company, a subsidiary of 
South Carolina Electric & Gas Co., is planning to issue 
and sell $12,000,000 of bonds. Proceeds—To pay for 
new construction. Underwriter—May be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; The First Boston Corp. and Lehman Brothers 
(jointly); Kidder, Peabody & Co.: Union Securities 
Corp. Previous financing was done privately. 

Southwestern Development Co. 
Jan. 18 it was announced that Sinclair Oil Corp. will re- 
cetve 769,722 shares of Pioneer Natural Gas Co. stock 
under.plan of distribution of Southwestern’s assets to 


be. voted upon Feb. 15. Underwriter—Union Securities 
Corp., New York, underwrote sale of Sinclair’s holdings | 


in Colerado: Interstate Gas Co. 
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Southwestern Gas & Electric Co. 


farch 8 it was announced company plans to issue and 
ell in September, 1954, $10,000,000 first mortgage bonds. 
roceeds—To refund bank loan of $7,500,000 and for 
ew construction. Underwriters—To be determined by 
mpetitive bidding. Probable bidders: Halsey, Stuart 
Co. Inc.: Equitable Securities Corp.; Lehman Brothers; 
Blyth & Co., Inc.; Kuhn, Loeb & Co.; Merrill Lynch, 
ierce, Fenner & Beane and Union Securities Corp. 
jointly ): Harriman Ripley & Co. Inc.; The First Boston 
orp. 


Sutton (0. A.) Corp., Wichita, Kan. 


eb. 15 it was reported company may do some financing 
ater this year, either public or private. Business—Air 
ireulating equipment, etc. 


Temco Aircraft Corp. 


arch 10 it was reported company does not plan any 
preferred stock financing at this time, but registration 
Ss expected soon of 300,000 shares of common stock. Pro- 
eeds — To selling stockholders. Underwriter — Van 
Alstyne, Noel & Co, New York. Offering—Expected in 
April. 


Tennessee Gas Transmission Co. 


an. 27 it was reported company plans issuance and sale 
bf $20.000,000 of debentures in April or May and $25,- 
}00,000 of first mortgage pipe line bonds in July. Pro- 
eeds—For new construction. Underwriters—To be de- 
ermined by competitive bidding. Probable bidders: 
alsey, Stuart & Co. Inc.; Stone & Webster Securities 
orp. and White, Weld & Co. (jointly). 


Texas Eastern Transmission Corp. 


March 5 it was announced stockholders will vote April 
27 on inereasing the authorized common stock from 7,- 
500,000 shares to 10,000,000 shares. Underwriter—Dillon, 
Read & Co. Inc., New York. 


7 Texas & Pacific Ry. (3/24) 

) Bids will be received by the company up to noon (EST) 
pn or about March 24 for the purchase from it of $1,- 
40,000 equipment trust certificates due in 1-to-10 years. 
Probable bidders: Halsey, Stuart & Co. Inc.; Salomor 
Bros. & Hutzler; Kidder, Peabody & Co.; Blair, Rollins 

Inc. 


& Co. 
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Totedo’ Edisor Co. , 
March 3 it was announced stockholders will vote April 
26 on increasing the authorized cumulative preferred 
stock from 300,000 shares to 500,000 shares. Underwrit- 
ers—The First Boston Corp., New York, and Collin, 
Norton & Co., Toledo, Ohio. 


Trans-Canada Pipe Lines, Ltd. 


Jan. 11 it was reported this company and Western Pipe 
Lines, Ltd. will merge preliminary to the financing and 
construction of a 2,240 mile natural gas pipe line from 
the Alberta fields to Toronto, Ottawa and Montreal. 
Underwriters—Lehman Brothers; Wood, Gundy & Co. 
Inc. 


Trip-Charge, Inc., Pittsburgh, Pa. 


Jan. 20 it was announced company is increasing its cap- 
ital stock in contemplation of an underwriting. Proceeds 
—For expansion program and working capital. Office— 
Fifth Avenue at Hamilton, Pittsburgh 6, Pa. Meeting— 
Stockholders will vote Feb. 23 on doubling present au- 
thorized capital stock. 


Union Oil Co. of California 


March 8 it was announced stockholders on April 13 will 
vote on increasing the authorized common stock from 
7,500,000 shares to 15,000,000 shares. The company said 
it has no immediate plans to market the additional 
shares. Underwriters—Dillon, Read & Co., New York. 


West Coast Telephone Co. 


Feb. 6 it was announced California P. U. Commission 
has authorized company to issue 20,000 shares of com- 
mon stock (par $25). Proceeds—'!l'o repay bank loans 
and for construction program. Underwriter — Blyth & 
Co., Inc., San Francisco, Calif. 


West Coast Transmission Co. 


Oct. 14 it was announced that company now plans tc 
issue $29,000,000 in 1-to-5'4-year serial notes; $71,000,00C 
in 20-year, first mortgage bonds; and $24.440.000 in sub. 
ordinated long-term debentures and 4,100,000 shares of 
common stock to be sold to the public. Proceeds—To 
finance construction of a natural gas pipe line from the 
Canadian Peace River field to western Washington and 
Oregon. Underwriter—Eastman, Dillon & Co., New York 
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West Penn’ Power Co. (4/20) 


Feb. 1 it was reported company plans to issue and sell 
$12,000,000 of first mortgage bonds, series P, due 1964. 
Proceeds—For construction program of West Penn Power 
Co. and its subsidiaries. Underwriters—To be deter- 
mined by competitive bidding. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; The First Boston Corp.; Lehman 
Brothers; W. C. Langley & Co.; Kidder, Peabody & Co. 
and White, Weld & Co. (jointly); Kuhn, Loeb & Co.: 
Harriman Ripley & Co. Inc. Registration — Scheduled 
for March 26. Bids—Tentatively expected on April 20, 


* West Texas Utilities Co. 


March 8 it was announced company plans to refund its 
$5,500,000 bank loan in the Spring of 1955 through the 
issuance and sale of first mortgage bonds. Underwriter— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Blyth & Co., Ine. and 
Salomon Bros. & Hutzler (jointly); Merrill Lynch, 
Pierce, Fenner & Beane; Equitable Securities Corp.; 
Glore, Forgan & Co.; Kuhn, Loeb & Co. and Lehman 
Brothers (jointly); Kidder, Peabody & Co.; The First 
Boston Corp. 


* Western Pacific RR. Co. 


March 10 company applied to the ICC for exemption 
from competitive bidding on its proposed $22,500,000 
debenture issue. The 30-year 5% income securities, 
would be offered in exchange for 225,000 of $100 par 
preferred stock, of the more than 300,000 shares out- 


standing. The company plans to offer $100 of deben- 
tures, one-fifth of a share of common, and an undeter- 
mined cash payment for each share of preferred stock 
and then redeem the then remaining outstanding 83,211 
shares of preferred stock. 


York Corp. (4/14) 
March, 1 it was reported company may issue and sell 
220,000 additional shares of common stock and $18,000,- 


000 of debentures. Underwriters — The First Boston 
Corp. and Kidder, Peabody & Co., of New York. Meeting 


—Stockholders to vote April 8 on increasing authorized 
common stock from 1,500.000 to 2,500,000 shares. Regis- 
tration—Expected on March 25. 












Murphy With C. S. Brown | 


(Specia. 


to THe FINANCIAL CHRONICLE) 
CHICAGO, Ill. — George J. | 
Murphy has become associated 
with C. S. Brown & Co., 1180 East 
63rd Street, members of the Mid- 






The 
March 17, 1954, declared 
dividend of $1.375 






















Joins Carl McGlone | 


‘Special to THe FINANCIAL CHRONICLE) 


CHICAGO, Ill. — Robert D. | 















of the Midwest Stock Exchange. 


-E. F. Hutton Co. Adds 

SAN FRANCISCO, Calif.— 
Richard J. Welch has become af- 
filiated with E. F. Hutton & Com- 
pany, 160 Montgomery Street. 






REDEMPTION NOTICE 
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REDEMPTION NOTICE 
the Holders of 
BENEFICIAL LOAN 
CORPORATION 
Twenty Year 4% % Debentures 
Due September 1, 1973 


will be mailed. 





H.C 












DIVIDEND NOTICES 
CITY INVESTING COMPANY 


“5 Broad Street, New York 4, 


Board of Directors of this company ot 
the regular quarterly 
er share on the outstanding cx 
5!,% Series Cumulative Preferred Stock of the t 


west Stock Exchange. Mr. Mur- | eompany payable April 1, 1954 to stockholde! S 4 COMMON DIVIDEND No. 311 
ras 4 rj ‘ea eal | of recor at the close of business on March ’ 

phy ™ = formerly with Centra: 25, 1954. : : At a meeting of the Board of Directors, 

Republic Company. | EDWARD FRAHER, Secretary 


THE ELECTRIC STORAGE BATTERY 


Lustgarten has joined the staff | 
of Carl McGlone & Co., Inc., 105 ANY 
South La Salle Street, members COMP 


214th Consecutive 
Quarterly Dividend 


The Directors have declared R.M. 

from the Accumulated Surplus 0 
of the Company a dividend of 
fifty cents ($.50) per share on 
the Common Stock, payable 
March 31,1954, to stockholders 
of record at the close of busi- 
ness on March 15, 1954. Checks 


ALLAN, 


Secretary and Treasurer 


Philadelphia, March 5, 1954 





DIVIDEND NOTICES 





THe Gar.ock, 
“\~ PackinG CoMPANy 
CC ae a 


nm. Es 


1954 


rch 12, 


held this day, a quarterly dividend of 
25¢ per share was declared on the com- 
mon stock of the Company, payable 
March 31. 1954. to stockholders of 
record at the close of business March 
19, 1954, 


The Board 


able 


DIVIDEND NOTICES 


GENERAL REALTY & UTILITIES ” 
CORPORATION 


DIVIDEND ON CAPITAL SHARES 


quarter-annual! dividend of 15 
on the Capital Shares of the Corporation, pay- 
March 31, 
at the close of business 

SAMUEL M 


March 15, 1954 


| COUPON PAYMENT 





GENERAL REALTY & UTILITIES 
CORPORATION 


Cumulative Income Debentures 
Due September 30, 1969 


NOTICE OF PAYMENT OF COUPON NO. 19 
Payment of the amount called for by Coupon 
No. 19 representing interest for the six ths 
| period ending March 31, 1954 on the e 
mentioned Debentures of General] oe & 
Utilities Corporation, wiil be paid on arch 
31, 1954 at Bankers Trust Company, or 
Trustee, 46 Wall Street, New York 15, N. Y. 
GENERAL REALTY & UTILITIES 
CORPORATION 
By SAMUEL M. FOX, Treasurer. 


declared a 
per share 


has 
cents 


of Directors 





stockholders of record 
March 19, 


FOX, 


1954, to 
1954 
Treasurer. } 





H. B. Pierce, Secretary 


~ 





r 





CORPORATION 
The Board of Directors has de- 
clared a regular quarterly divi- 


dend of 25 cents a share on the 
Common Stock of the Corpora- 
tion payable April 15, 1954 to 
stockholders of record at the 
close of business Mar. 31, 1954 


J. J. LAPUTKA, Treasurer 


| \, Gana N. J., March 15, 2 
| 


























































Worice 1S HEREBY GIVEN that, pursuant to — - 
the provisions of the Indenture d ited as of United Sh Machi C - rf 
Septemhe 1953, executed by Beneficial nite oe Machinery Gorporation 
Loan Cory tion to Bankers Trust Com- ALUMINIUM LIMITED The Directors of this Corporation have de- 
_ ll of the outstanding clared a dividend of 37'2 cents per share on | 
pan’ I ui oF ft ae . 5 the Preferred capital stock. They have also | 
Bene Loan Corporation | wenty ear declared a dividend of 62'2 cents per share on 
4iy' Debentures Stee Septemb 197 ANNUAL the Common capital stock. The dividends on | 
: ype , ‘4 tuo , j both Preferred and Common stock are payable | 
will be redeemed and shall become due anc MEETING May 1. 1954, to stockholders of record at the 
pava le April 12, 1954, at 104%% of close of business April 2, 1954 
the | pal ount thereof, together wit! os WALLACE M. KEMP, Treasurer 
unpaid ‘ued from March 1 Record Date - - 
to A row , 2 WNP UHL HS | 
Or or after April 12, 1954 holders of the The Annual Meeting of the Share- =: sei | 
above Debe es should present and su holders of Aluminium Limited will, in is L | 
render tl for redemption and payment accordance with the By-Laws of the = = 
aforesaid at t principal corporate trust Company, be held on Thursday, = N F | d F | 
office Bankers Trust re lrustee, April 29th, 1954, at 11:00 o'clock = ew ng an as = 
46 Wall Street, New York, in the morning, at the Head Office = . 2 Ae Ss | 
From and after April 12, 1954 stch De- a — and Electric Association © 
be tT Re ; of the Company, 2!st Floor, Sun = E 
nt cease ) ear interest i} . P . = = 
shall no longer be deemed to be outstandir Se ee ee — COMMON DIVIDEND NO. 28 
nad denture and shall cease to |x Montreal, Quebec, Canada. Pursu- = E 
entitled to the benefit of the Indenture, ex- ant to a resolution of the Board of = The Trustees have declared a & 
cept to receive payment of the redemption Directors, only shareholders of rec- = regular quarterly dividend of & 
price and unpaid interest accrued thereon ord at the close of business on = twenty-five cents (25c) per share & 
from March 1, 1954 to the redemptior d March 30th, 1954, will be entiiled = on the COMMON SHARES of the & 
Unpaid ns which matured on Marcl 9 receive notice of end to vote ot = Association, payable oom 15, E 
1954 should be detached and presented for the meeting and at any adjourn- = 1954 to shareholders of record £F 
Payment in the usual manner ment thereof. = at the close of business March © 
BENEFICIAL LOAN CORPORATION e = 22, 1954. = 
: re. LLEA = : E 
By Bexjamin P. Frye, / reasurer cow y am — . Bae =| H. C. Moore, JR., Treasurer = 
orc ; = 
Dated : March 12, 1954 . ’ = March 10, 1954 


™ 





Philip Morris & Co. Ltd., Ine. 


Our Institutional SHARE OWNERS 


March 15 1£54 














) 110th 
COMMON 

STOCK 

DIVIDEND 





CUMULATIVE PREFERRED SFOCK 
The regular quarterly dividends 
of $1.00 per share on the 4% 
Series and $0.975 per share on 
the 3.90% Series have been de- 
clared payable May 1, 1954 to 
holders of record at the close 


of business on April 15, 1954. 


COMMON STOCK ($5.00 Par) 

A regular quarterly dividend 
of $0.75 per share has been 
declared payable April 15, 
1954 to holders of record at the 
close of business on April 1, 
1954. 


L. G. HANSON, Treasurer 
March 17, 1954 


New York, N. Y. 


Philip Morris owns 
Philip Morris & Co. 
E Ltd., inc. But you 
= wouldn't guess it 
to meet this 
popular mutual 
fund salesman of 
Huntington, Long 
Island. You see, Mr 


© geuauaga, Morris owns and 



















= recommends To- 
bacco Shares (of 
Group Securities, 
Inc.), a specialized 
mutual fund which 
diversifies its hold 
2 ings among Amer- 

se ica’s leading tobac- 

=» CO companies, of 

which Philip Morris 
& Co. is naturally 
one. Mr. and Mrs. 
Morris are accu- 
mulating mutual 
fund shares in 
anticipation of 
care-free retire- 
ment years. 
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ATTA Behind-the-Scene Interpretations 
from the Nation’s Capital 


> 


- - 


WASHINGTON, D. Cc. — 
Strange as it may seem, the 
Eisenhower Administration ap- 
parently has failed to give forth 
the true cost of farm price sup- 
ports by many billions of dol- 
lars. The reason is perhaps the 
fact that the new “team” has 
failed to realize the total cost, 
rather than any desire to show 
farm income support less ex- 
pensive than it really has been. 

When Ezra Taft Benson, the 
Secretary of Agriculture, ap- 
peared before a House Commit- 
iee in connection with the legis- 
lation to increase the “borrow- 
ing authority” of the Commodity 
Credit Corporation by $1,750 
million to a total of $8.5 billion, 
he was asked what price support 
tad cost CCC under 20 years 
of the program. 

His reply was $1,226,238,583, 
a figure furnished by one of his 
subordinates. Congressional 
heads then wagged in _ self- 
righteousness—my what a small 
cost for 20 years of a program 
which has done so much good. 

Mr. Benson’s subordinate was 
@iving an accurate but account- 
ing answer. What this answer 
dliid not take into consideration 
is that under numerous pro- 
@rams the government has pur- 
chased surplus farm commodi- 
ties and given them away for 
many reasons and purposes. 


Thus, CCC has given forth of 
its stocks for, or purchased for 
the account of, lend-lease, the 
United Nations Relief and Re- 
fhabilitation Administration, the 
Economic Cooperation Adminis- 
tration, Greco-Turkish aid, Mu- 
tual Security, and also for the 
school lunch program and some 
food for the Army. 


Altogether these global and 
domestic programs have taken 
$15.2 billion of farm commodi- 
lies, a cost over and above the 
$1% billion accounted as a 
purely CCC cost of farm price 
supports. 

A tremendous part of this $15 
billion extra was a direct bail- 
out of CCC from its previous 
mountains of surpluses. Thus, 
at the beginning of World War 
II, CCC found itself over- 
burdened with cotton, tobacco, 
end wheat. During the war 
these tremendous surpluses were 
given to the allies under lend- 
lease. 


Gifts Repay CCC 
Point is that when some of 
CCC’s mountains of cotton or 
wheat were given to the allies, 
these commodities were paid 
for out of appropriations for 
lend-lease, UNRRA, ECA, MSA, 


Etemme: grt iat 


o 


And You 


and so on. Even sales of but- 
ter or other commodities for the 
school lunches were made out 
of separate funds. In each case 
CCC was reimbursed and made 
whole out of other appropria- 
tions. 

CCC officials said that with- 
out considerable study they 
cannot determine precisely how 
many of their commodities were 
direct sales from stocks to the 
various foreign and domestic 
relief programs. However, even 
where CCC purchases were 
made for the account of these 
various other programs and 
hence were not strictly 
bail-outs, in a real sense these 
purchases were a direct con- 
tribution to, or had the effect 
of, both farm price and farm 
income support. For the most 
part these were extraordinary 
markets provided for with Fed- 
eral funds, outlets for farm- 
commodities which would not 
have developed but for govern- 
ment. 


So the true cost of farm price 
support for two decades is some 
figure up to $1612 billion, the 
sum of the technical loss sus- 
tained by CCC after the baii- 
outs and the total purchases of 
farm commodities made by or 
from CCC. 


Included in this figure of 
$15.2 billion of purchases 
charged to other appropriations 
was $4.2 billion for wheat, and 
four other commodities none of 
whose total was as low as a bil- 
lion dollars, or meats, other 
grains than wheat, dairy prod- 
ucts, and eggs. 


Want Closer Liaison 

Even if President Eisenhower 
performs a veritable political 
miracle and persuades the 
House this week to kill the 
Democratic move to raise the 
exemptions under the personal 
income tax, and if he pulls an- 
other miracle and also convinces 
the Senate to forego this tempt- 
ing morsel, it is the hope of 
GOP Congressmen and Senators 
that: 

In the future the President 
and his Cabinet will learn to 
string along a little closer with 
the Republican members of 
Congress on the Hill. 


They hope that Mr. Eisen- 
hower’s team will learn to de- 
cide to do things in concert 
with the Capitol, and not just 
according to the strategy of the 
amateur political tacticians in 
the White House, the Treasury, 
and other agencies. 
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Just make a shoe small on the outside 
and big on the inside!’’ 


Recall “Reed Bill” 


Members are recalling last 
year and the “Reed Bill” which 
the Treasury and the White 
House jointly got killed. 


Chairman Dan Reed (R., 
N. Y.) of the House Ways and 
Means Committee and his lead- 
ing colleagues looked over the 
basic problem of the Eisen- 
hower Administration at the 
beginning of 1953. They saw the 
precarious majority the GOP 
had in Congress. They knew 
that it wouldn’t be very long 
that President Eisenhower 
would be calling the tune in 
such a close division as there is 
in Congress. 


These members urged that so 
far as possible the question of 
tax reduction be got out of the 
way in 1953, and that as little 
as possible be left to 1954, a 
year in which the precarious 
hold of the GOP would be ag- 
gravated by the considerations 
of an election year. 


Mr. Reed and his colleagues 
then proposed what in retro- 
spect looks like a modest pro- 
posal in the light of the possi- 
bility that in the Senate if not 
in the House, both the fiscal 
and tax programs of the Eisen- 
hower Administration will be 
wrecked. 


They proposed that the 10- 
11% second personal income 
tax boost of 1951, due under the 
law to expire Dec. 31, 1953, 
be terminated June 30, 1953, 
the same time as the Excess 
Profits Tax. 

No, no, a thousand times no, 
said Mr. Eisenhower, et. al., 


they were dedicated to balanc- 
ing the budget and so insisted 
and got their way with an ex- 
tension of EPT to Dec. 31, and 
killing the Reed bill. 


It is, of course, by no means 
a certainty, but if the Reed bill 
had passed the House and Sen- 
ate in 1953, the tax men might 
have limited the tax question 
this year to expiring rates of 
excise and corporation 
taxation. This could have lim- 
ited the losses to the $912 mil- 
lion of the pending excise tax 
bill, trading an extension of the 
corporation rate and the higher 
expiring excises for the reduc- 
tion to 10% of other excises. 


Say Cuts Inevitable 


The advice that Messrs. 
Humphrey and his aides got 
was that the GOP political cam- 
paign made inevitable a tax cut 
and that the Eisenhower Ad- 
ministration might just as much 
make up its mind that it had 
to cut taxes as Mr. Humphrey 
had to make up his mind that 
his bold imaginative business 
venture in Canadian iron ore 
was going to pay out. 


To the GOP tax leaders, the 
question was which was the 
easiest and the most painless 
way, and the least costly. 


Where the Administration has 
fallen down on this tax situa- 
tion and risked (if it has not 
already lost) its tax and fiscal 
programs is that it has failed 
to grasp that savvy about which 
way a Congress is going to go 
is something which cannot be 
learned by amateurs, and in- 
cluded among amateurs are 
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officials who have served a 
couple of terms in Congress or 
served temporarily on the staff 
of some Congressional commit- 
tee. 


Another thing, Congressmen - 
believe, that the Administra- 
tion has failed to grasp, par- 
ticularly the Treasury, is that 
men of the stripe of Mr. Reed 
are just as ardent for sound fi- 
nance and a balanced budget as 
are men like Secretary Hum- 
phrey. 

Then, too, members sense a 
feeling that too many of the 
successful business men come to 
think unconsciously of all Con- 
gressmen as “cheap politicians,” 
never realizing the enormous 
and conflicting pressures to 
which Congressmen are put, 
and how they try to do their 
best in spite of this pressure. 


Humphrey Popular 


In spite of the disappointment 
of members of Congress with 
the outcome or possible outcome 
of the tax program, George 
Humphrey is still personally 
popular and respected by the 
men on Capitol Hill. They fee? 
that he rings true and means 
well. 

It is just that he fails to com- 
prehend that Congressional 
politics is a matter for ex- 
perienced judgment, even if a 
problem looks simple to the 
amateur. They point out that 
Mr. Humphrey would not hire 
a world’s champion pool shooter 
to estimate Quebec-Labrador 
iron reserves or a veterinarian 
to engineer a railroad from the 
Gulf of St. Lawrence to those 
deposits. 


Asa Congressional strategist, 
however, he is in their way of 
thinking just a mule doctor, 
even if he would sit up all night 
to treat an ailing mule. The at— 
titude of the members is that 
they hope that from now om 
horse doctors, so to speak, will 
not, without advice and counsel, 
be doctoring legislative prob- 
lems. 

So far, they note, Mr. Eisen- 
hower’s batting average against 
the Democrats in 1954 is just 
about 000, and even if there was 
only one vote in question, the 
Bricker amendment, his batting 
average against Republicans is 
at the moment 1,000. 


Snyder Kept Liaison 

John Snyder, Mr. Truman’s 
Secretary of the Treasury, never 
thought of himself as a man of 
accomplishment like Mr. Hum- 
phrey. However, he maintained 
a constant and continuous and 
unpublicized liaison with Con- 
gress and never seriously got 
roughed up before any Congres- 
sional committee. 


[This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capito} 
and may or may not coincide with 
the “Chronicle's” own views.] 
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